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City  of  Boston 
Auditing  Department 


Boston  City  Hall 

One  City  Hall  Plaza  •  Room  M4 

Boston  •  Massachusetts  02201 

(617)  635-4671  •  Fax:  6354339 


December  27,  2002 


The  Honorable  Mayor  and 
Members  of  the  City  Council: 


We  are  pleased  to  submit  to  you  the  Comprehensive  Annual  Financial  Report  (CAFR)  of  the 
City  of  Boston  (City)  for  the  fiscal  year  ended  June  30,  2002.  The  accuracy  of  the  financial 
statements  together  with  the  completeness  and  fairness  of  their  presentation  are  the  responsibility 
of  the  City's  management.  The  enclosed  data  is  accurate  in  all  material  respects  and  all 
disclosures  necessary  have  been  included  to  fairly  present  the  financial  position  of  the  City.  The 
financial  position  and  results  of  operations  of  the  various  funds  have  been  prepared  in  accordance 
with  generally  accepted  accounting  principles  (GAAP),  as  established  by  the  Governmental 
Accounting  Standards  Board  (GASB).  All  requirements  of  State  finance  law  of  the  Common- 
wealth of  Massachusetts  and  the  City  Charter  have  also  been  satisfied. 

This  report  is  presented  in  three  sections:  (1)  the  Introductory  Section  includes  general 
information  about  the  City  and  summarizes  financial  activity  for  the  fiscal  year;  (2)  the  Financial 
Section  includes  the  Independent  Auditors'  Report  on  the  City's  Basic  Financial  Statements, 
Management's  Discussion  and  Analysis,  the  Basic  Financial  Statements  and  the  Combining  and 
Individual  Fund  Financial  Statements  and  Schedules  for  the  various  funds  including  required 
supplemental  information;  and  (3)  the  Statistical  Section  includes  financial  data,  debt 
computations,  and  a  variety  of  demographic,  economic  and  supplemental  statistical  information 
concerning  the  City. 

In  addition  to  the  Basic  Financial  Statements  of  the  City,  this  report  includes  information 
pertaining  to  component  units  included  in  the  City's  reporting  entity  because  of  the  significance 
of  their  operational  and/or  financial  relationship  with  the  City  as  required  by  GASB  Statement 
No.  14.  The  State-Boston  Retirement  System  (SBRS)  has  been  presented  as  a  blended 
component  unit  because  it  provides  services  almost  exclusively  to  the  primary  government. 
Discretely  presented  component  units  are  reported  in  a  separate  column  to  emphasize  that  they 
are  legally  separate  from  the  City  but  are  included  because  the  City  is  financially  accountable  for 
and  is  able  to  impose  its  will  on  the  organizations.  The  following  component  units  have  been 
discretely  presented  in  the  Basic  Financial  Statements:  Boston  Public  Health  Commission, 
Boston  Redevelopment  Authority,  the  Trustees  of  the  Public  Library  of  the  City  of  Boston,  and 
the  Economic  Development  Industrial  Corporation. 


\^  Printed  on  recycled  paper 


Thomas  M.  Menino,  Mayor 
Sally  D.  Glora,  City  Auditor 


City  of  Boston,  Massachusetts 


Economic  Conditions  and  Outlook 

The  City  of  Boston  is  the  economic  hub  of  both  the  Commonwealth  of  Massachusetts  and 
the  New  England  region.  It  is  a  center  for  professional,  business,  financial,  higher  education  and 
medical  services  as  well  as  transportation,  communication,  export,  cultural  and  entertainment 
activities.  Boston  is  also  the  state  capital  and  the  host  to  several  federal  agency  offices.  High 
technology,  tourism,  research  and  development,  manufacturing,  and  wholesale  distributions  also 
contribute  to  the  economy  of  the  City  and  its  suburbs.  The  City's  economy  continued  to  perform 
favorably  despite  the  economic  slowdown  starting  in  mid-2001,  which  was  compounded  by  the 
events  of  September  1 1 ,  200 1 . 

Each  year  since  1996  Boston  has  been  upgraded  by  one  of  its  rating  agencies.  The  financial 
markets  expressed  their  confidence  in  Boston's  fiscal  health  when  Standard  &  Poor's  upgraded  the 
City's  bond  rating  from  AA-  to  AAA  in  February  2002.  Fitch  also  upgraded  the  City's  bond  rating, 
assigning  a  rating  of  AAA  in  February  2002,  which  was  up  from  AA-.  Factors  contributing  to  the 
confidence  in  Boston  are  its  dominant  role  in  the  New  England  economy,  the  established  track 
record  of  effective  financial  management  and  the  City's  continued  conservative  debt  management 
and  capital  planning. 


Overview  of  Local  Economy 

As  a  result  of  the  events  of  September  11,  Boston's  nine-year  economic  expansion  came  to 
an  end  as  an  economic  slowdown  took  hold  in  2001.  The  number  of  jobs  in  the  City  reached  an 
all-time  high  in  the  year  2000,  while  peirtial  data  for  2001  reveal  a  much  smaller  increase  than  in 
1999  and  2000.  Although  unemployment  started  to  rise  in  early  2001,  the  City's  rate  remains 
better  than  the  nation's  average  as  of  June  2002.  Boston's  diverse  economy  is  made  up  of 
financial  and  business  services,  research  and  development,  health  care  and  higher  education, 
tourism  and  retail  trade.  Boston's  housing  market  remained  strong  in  2001,  although  the  office, 
hotel,  and  tourism  segments  slowed  down  somewhat. 

Employment 

The  calendar  year  2001  annual  unemployment  rate  for  the  City  reached  4.1%  compared  with 
Massachusetts 's  unemployment  figure  of  3.7%.  The  nation's  rate  is  4.8%.  Even  though  Boston's 
2001  rate  was  well  above  the  2000  rate  of  2.9%,  it  remains  better  than  the  nafional  rate. 

Commercial  Office  Market 

As  of  December  31,  2001,  Spaulding  &  Slye,  a  local  real  estate  broker,  reported  the  vacancy 
rate  at  5.2%  and  an  availability  rate  of  1 1.7%  when  space  for  subletting  was  included.  Clearly, 
the  office  market  was  affected  by  the  economic  slowdown  in  2001.  However,  Boston  still  had 
the  fifth  lowest  office  vacancy  rate  of  the  top  twenty  markets  according  to  CB  Richard  Ellis,  an 
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Office  Vacancy  Index.  CB  Richard  Ellis  is  the  world's  largest  commercial  real  estate  services 
company.  The  average  rent  is  down  from  $55  to  $40  per  square  foot  this  year. 

Three  office  projects,  totaling  1.2  million  square  feet  of  space,  were  completed  in  2000. 
Additionally,  three  projects,  amounting  to  2.0  million  square  feet  of  space,  opened  in  2001.  As 
of  December  2001,  five  major  downtown  office  projects,  with  3.1  million  square  feet  of  new 
office  space,  were  under  construction  for  completion  during  the  2002  to  2004  time  period. 
Beyond  2004,  several  m^ore  projects  are  in  the  planning  stages. 

Hotel  Market 

Boston's  hotel  market,  which  had  been  one  of  the  nation's  strongest,  suffered  from  the 
economic  slowdown  beginning  in  mid-2001  and  the  effects  of  September  1 1  on  travel  and 
tourism.  Below  is  a  comparison  of  the  most  recent  data  from  1999  through  2001 : 
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After  a  3.1%  increase  from  1999  to  2000,  the  rate  in  2001  declined  by  8.5%. 
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Per  diem  room  rates  also  took  a  fall  after  the  economic  slowdown  in  2001 ,  finishing  at 
SI  80. 
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Hotel  room  construction  has  added  2,569  rooms  from  July  1997  to  March  2002.  An 
additional  779  rooms  will  be  added  with  the  completion  of  four  new  hotels  currently  under 
construction.  Sixteen  additional  hotel  projects  have  either  received  approval  or  have  filed  for 
approval  with  the  Boston  Redevelopment  Authority  (further  referred  to  in  this  document  as  BRA). 
If  built,  there  is  potential  for  another  5,072  rooms. 

Housing  Market 

Throughout  the  City  there  were  7,996  residential  sales  during  the  first  ten  months  of 
calendar  year  2001,  a  drop  of  10.4%  from  2000.  Median  prices  for  an  existing  single-family 
home  escalated  from  the  fourth  quarter  in  2000  to  the  fourth  quarter  in  2001  by  21.8%.  Prices  for 
a  single-family  home  during  the  fourth  quarter  of  2001  averaged  $229,000.  Prices  for  a 
condominium  averaged  $252,250  at  year-ending  2001. 

Retail  Market 

Retail  markets  remain  strong.  There  are  now  21  neighborhood  business  districts  selected  for 
the  Main  Streets  Program,  which  is  a  public-private  initiative  of  the  City,  established  in  1995  to 
revitalize  neighborhood  commercial  districts  through  locally  established  organizations.  As  of 
December  2001,  it  has  generated  386  new  and  expanded  businesses,  created  2,761  new  jobs,  and 
provided  for  227  storefront  improvements.  Through  December  2001,  the  Main  Streets  Program 
generated  $638,000  in  public  sector  investment.  This  came  in  the  form  of  physical  improvement 
grants,  which  in  mm  leveraged  an  additional  $2.0  million  in  private  investment. 

Additionally,  three  major  retail  developments  are  now  operational.  These  include  the 
200,000  square  feet  of  retail  and  theater  space  at  Millennium  Place  on  Lower  Washington  Street, 
two  buildings  in  Dudley  Square  (Palladium  Hall  and  Fairfield  Building)  renovated  to  include  first 
floor  retail  space,  and  a  74,000  square  foot  retail  complex  in  the  Grove  Hall  section  of 
Dorchester,  where  the  second  and  final  phase  was  completed  and  became  operational  in 
November  of  2001. 


Active  Construction  Projects 

Fiscal  2001  building  permit  revenues  were  reported  at  $27.2  million  for  the  year.  This 
represents  an  increase  of  $9.3  million  from  building  permit  revenues  of  $17.9  million  reported  in 
fiscal  20(X).  For  fiscal  2002,  $19.1  million  in  permits  was  received.  Although  this  is  a  significant 
decrease  from  fiscal  2001,  where  record  revenue  was  generated  from  building  permits,  there  is  still 
a  6%  increase  over  2000  revenue. 

Through  the  year  2004,  the  Boston  metropolitan  area  continues  to  be  the  site  of  several  major 
public  sector  projects  including  the  depression  of  the  Central  Artery  and  the  constaiction  of  a  four- 
lane  tunnel  under  Boston  Harbor.  During  the  peak  construction  years  from  1998  through  2001,  it  is 
estimated  that  transportation  projects  have  employed  approximately  5,000  on-site  workers  and 
10,000  auxiliary  workers. 
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A  long-range  capital  program  of  approximately  $3.0  billion  has  been  developed  by  the 
Massachusetts  Port  Authority  for  improvements  to  its  facilities,  most  of  which  are  located  in  the 
City.  Logan  International  Airport  is  undergoing  a  major  modemization.  Improved  walkways,  new 
roadway  signage,  and  major  terminal  renovations  are  among  the  planned  changes.  A  3,150  car- 
parking  garage  and  a  600-room  hotel  are  complete  and  operational.  Construction  continues  on  a 
double-decked  roadway  system  at  the  airport. 

The  Massachusetts  Water  Resources  Authority  (further  referred  to  in  this  document  as 
MWRA)  is  planning  to  spend  an  estimated  $1.50  billion  for  the  next  ten  years  on  water  and 
wastewater  system  improvements.  The  largest  expenditures  will  be  for  the  Walnut  Hill  Water 
Treatment  Plant  to  improve  water  storage  facilities  and  reductions  in  combined  sewer  overflows. 
Small  areas  of  these  improvements  are  located  in  Boston  proper,  but  are  expected  to  provide  major 
improvements  in  the  infrastructure  that  serves  the  City. 

The  City  and  the  Massachusetts  Convention  Center  Authority  (further  referred  to  in  this 
document  as  MCCA)  are  in  the  process  of  constructing  the  Boston  Convention  and  Exhibition 
Center  (further  referred  to  in  this  document  as  BCEC)  on  a  60-acre  site  on  Summer  Street  in  the 
South  Boston  Seaport  District.  The  1.6  million  square-foot  facility,  expected  to  open  for  operations 
in  fiscal  year  2004,  will  include  approximately  516,000  square  feet  of  contiguous  exhibition  space 
on  one  level,  160,(XX)  square  feet  of  meeting  space  and  a  41,000  square-foot  ballroom  on  other 
levels,  as  well  as  banquet  and  lecture  halls.  The  BRA  has  been  responsible  for  site  acquisition, 
demolition,  site  preparation,  and  environmental  remediation,  and  the  BRA  will  convey  the  site  to 
the  MCCA  for  a  nominal  consideration. 

In  lieu  of  the  recent  sale  of  the  Boston  Red  Sox  baseball  franchise,  the  previous  owner's  plans 
for  a  new  ballpark  are  now  defunct.  This  paves  the  way  for  the  current  owners  to  develop  a 
proposal  for  renovation  of  the  existing  Fenway  Park  or  a  new  park.  Such  developments  would 
require  approval  by  the  State  and  City. 

Tourism 

The  Greater  Boston  Convention  and  Visitors  Bureau  (further  referred  to  in  this  document  as 
CVB)  estimated  that  12.6  million  domestic  and  international  visitors  visited  the  Boston 
metropolitan  area  in  2001,  down  by  6.0%  from  the  13.5  million  visitors  in  2000.  Visitor  data  for 
2002  is  expected  to  show  a  decline  due  to  the  economic  slowdown  on  travel  and  the  compounding 
effect  of  September  1 1.  The  latest  data  on  the  effects  of  the  economic  impact  of  tourism  from  the 
CVB  shows  that,  for  the  five  county  region  of  greater  Boston,  an  estimated  $7.50  billion  was  spent 
on  hotel  accommodations,  meals,  entertainment,  shopping,  transportation  and  other  services  during 
2001. 

Boston  is  an  attractive  destination  for  conventions  and  meetings.  In  2001,  Boston  was 
estimated  to  have  hosted  2.8  million  convention  and  meeting  visitors,  including  15  citywide 
conventions,  ranging  in  size  from  3,000  to  27,000  attendees.  There  were  also  64  college 
commencements  in  a  six-week  period  in  May  and  June. 
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Future  Economic  Outlook 

Boston's  economic  outlook  is  for  the  slowdown  which  began  in  mid  2001  to  continue. 
Investment  by  the  private  sector  for  active  construction  projects  was  $3.10  billion  in  fiscal  year 
2001.  In  2002  total  constructions  dollars  were  at  $2.24  billion,  or  a  $900  million  decrease  in 
construction  from  fiscal  2001.  This  resulted  in  permit  revenue  of  $19.1  million  for  fiscal  2002. 

City  revenue  sources  and  those  of  the  Commonwealth  of  Massachusetts  fund  the  current 
construction  of  the  BCEC.  The  City  is  responsible  for  $157.8  million  of  the  total  $700.0  million 
investment.  Once  completed,  this  site  will  generate  3,000  permanent  jobs  and  increase  retail 
sales  activity. 

Despite  the  slower  economy,  private  and  public  investments  in  the  City's  buildings  and 
infrastructure  still  serve  as  a  generator  of  jobs,  additional  federal  funds  and  continued  economic 
growth. 


Major  Initiatives 

Thomas  M.  Menino,  Mayor  of  the  City  of  Boston,  was  re-elected  in  November  2001  to  a 
third  four-year  term,  which  expires  in  January  2006.  His  commitment  to  promoting  initiatives 
continues  in  the  areas  of  public  education,  public  safety,  housing  and  neighborhood  development, 
and  economic  development  within  the  City. 

Public  Education 

Efforts  continue  to  reform  our  schools.  Boston  is  the  first  major  urban  public  school  district 
to  have  every  school  connected  to  the  Internet.  The  student-to-computer  ratio  is  6:1.  Computers 
and  technology  have  become  more  accessible  to  youth,  as  a  result  of  a  new  technology  initiative 
called  Kids  Compute  2001.  Additionally,  $250.0  million  from  various  funding  sources  is  being 
invested  in  technology,  schoolyards  and  schools. 

Boston  is  the  only  school  district  in  the  country  singled  out  with  a  renewal  grant  from  the 
Annenberg  Foundation.  The  Foundation  has  awarded  Boston  a  second  grant  of  $10.0  million  for 
innovative  programs  in  individual  schools.  The  Foundation  is  a  ten-year  effort  to  meet  literacy 
requirements  to  better  prepare  students  for  graduation  and  continuing  education.  Unlike  the  first 
$10.0  million  grant,  the  second  grant  awarded  in  2001,  which  runs  through  2006,  has  no 
matching  requirements.  The  grant  is  actually  awarded  to  the  Boston  Plan  for  Excellence,  a  local 
school  foundation.  The  Boston  Plan  for  Excellence  administers  the  grant  in  conjunction  with  the 
City's  school  district. 

The  Boston  Public  Schools  (further  referred  to  in  this  document  as  BPS)  has  a  long-running 
tradition  of  working  with  numerous  independent  organizations  to  help  bring  additional  resources, 
expertise,  and  guidance  to  the  youth  of  Boston  and  BPS  students.  For  the  Technology  Initiative, 
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over  100  businesses  have  contributed  in  the  form  of  direct  partnerships  with  the  schools  and 
other  forms  of  system-wide  assistance.  Read  Boston  was  launched  five  years  ago.  It  is  a  literacy 
campaign  that  continues  to  tutor  children  in  reading  every  week  with  the  assistance  of  1,500 
volunteers. 

Public  Safety 

During  the  nine  years  that  the  Mayor  has  been  in  office,  750  new  police  officers  have  been 
put  on  the  streets  and  250  drug  dens  have  been  transformed  into  safe  neighborhood  homes. 
During  this  time,  there  were  increases  in  staffing  to  support  the  state-of-the-art  crime  lab  at 
police  headquarters.  More  treatment  centers  were  created  to  support  and  counsel  people  for 
substance  abuse  and  mental  illness.  Additionally,  the  administration  launched  a  campaign 
program  alerting  young  adults  about  domestic  violence.  All  of  these  changes  have  resulted  in  the 
lowest  crime  level  in  30  years. 

The  Mayor  appointed  the  O'Toole  Commission  to  make  recommendations  for  the  operations 
and  organization  within  the  Fire  Department.  The  Fire  Department's  budget  incorporated  several 
of  the  recommendations  made  in  the  O'Toole  Commission  report.  These  efforts  include  a 
reduction  in  the  number  of  firefighters  injured  on  duty,  improvements  in  scheduling  staff,  and  a 
concentrated  effort  to  reverse  the  pattern  of  escalating  overtime  costs.  In  addition,  the 
department  will  enhance  its  emergency  management  and  preparedness  program  initiatives  by 
creating  a  Special  Operations  Command  to  more  efficiently  operate,  train,  equip  and  staff  its 
emergency  services. 

Housing  and  Neighborhood  Development 

Over  the  last  decade,  Boston  has  worked  with  local  colleges  and  universities  to  create 
10,000  dormitory  beds  to  help  ease  the  housing  crisis  in  the  neighborhoods.  There  is 
approximately  $600.0  million  in  pending  State  Legislation  that  could  be  used  to  build  housing 
for  Massachusetts'  families  and  there  is  a  $13.0  million  commitment  by  the  City  for  further 
appropriation  for  the  "Leading  the  Way"  Program 

The  City  cannot  solve  its  housing  crisis  without  a  commitment  from  the  federal  government. 
The  HOME  Investment  Partnership  Program  is  an  entitlement  grant  from  HUD  to  support  the 
development  of  affordable  housing.  Boston  expended  $8.8  million  in  this  program  in  FYOl  and 
$8.0  million  in  FY02.  Eligible  activities  include  new  construction  or  rehabilitation  of  housing, 
tenant-based  rental  assistance  for  up  to  two  years,  and  assistance  to  first-time  homebuyers.  All 
HOME  funds  are  used  to  benefit  low  and  moderate-income  households.  Fifteen  percent  of 
HOME  funds  are  set  aside  for  projects  sponsored  by  Community  Housing  Development 
Organizations  and  5%  are  set  aside  for  their  operating  costs. 

HUD  also  awarded  a  Shelter  Plus  Care  grant  to  the  City  of  Boston  in  the  amount  of  $5.3 
million  in  November  2001.  The  Department  of  Neighborhood  Development  administers  the 
Shelter  Plus  Care  grant  that  provides  rental  assistance  for  homeless  people  with  disabilities, 
primarily  those  with  serious  mental  illness,  chronic  problems  with  alcohol  and/or  drugs. 
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Economic  Development 

Public  and  private  investments  in  entertainment  and  infrastructure  are  providing  additional 
revenue  and  future  growth  for  the  City  and  its  residents. 

The  Office  of  Environmental  Services,  in  conjunction  with  Save  the  Harbor/Save  the  Bay, 
plans  to  build  the  South  Bay  Harbor  Trail.  On  April  22,  2001,  Mayor  Menino,  announced  a  $2.0 
million  state  grant  to  Public  Works  Economic  Development  for  infrastructure  improvements, 
including  pedestrian  and  bicycle  amenities,  to  the  Crosstown  Center  development  which  will  abut 
the  proposed  South  Bay  Harbor  Trail  at  Melnea  Cass  Boulevard  and  Massachusetts  Avenue. 

Ten  percent  of  the  City's  population  resides  in  the  area  designated  as  the  Empowerment 
Zone  (further  referred  to  in  this  document  as  EZ).  The  population  of  this  area  has  an 
unemployment  rate  of  16.1%,  and  43%  of  adults  over  the  age  of  25  have  less  than  a  high  school 
diploma  (These  figures  are  as  of  the  1990  Census).  Goals  of  the  EZ  include:  job  creation, 
business  development,  home  ownership  opportunities,  affordable  housing  creation,  transit  system 
improvements,  computer  technology  training,  and  job  training  and  educational  efforts. 

Section  108  Loan  Project  funds  are  available  to  eligible  cities  from  HUD  on  an  application 
basis.  The  Economic  Development  Initiative  Program  (further  referred  to  in  this  document  as 
EDI)  is  a  special  HUD  program  that  makes  grants  available  to  cities  to  spur  economic 
opportunity.  EDI  grants  must  be  used  in  conjunction  with  Section  108  Loan  funds.  The  City 
secures  these  funds,  which  can  only  be  used  for  economic  development  projects.  The  City 
received  a  multi-year  grant  of  $22.0  million  to  be  used  in  conjunction  with  $22.0  million  in 
Section  108  Loan  funds  for  use  within  the  EZ. 

Other 

The  Mayor  has  created  the  Mayor's  Energy  Advisory  Committee  bringing  City  departments 
together  to  think  strategically  about  energy  management.  The  committee  and  working  groups 
composed  of  key  players  in  City  departments  work  in  conjunction  with  industry  energy  experts. 
The  Committee,  established  in  FY02,  has  created  a  partnership  among  industry  officials, 
academics,  and  local  government  officials.  Issues  range  from  ensuring  a  high  level  of  service, 
obtaining  affordable  and  competitive  pricing,  and  monitoring  consumption,  reducing  demand  and 
meeting  energy  conservation  commitments  to  evaluate  emergency/public  safety  considerations. 


Current  Projects 

Government  Effectiveness 

A  number  of  innovative  steps  to  improve  traditional  functions  of  City  government  have  been 
undertaken  by  the  Administration.     Departments  and  Cabinets  are  constantly  challenged  to 
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rethink   existing   programs,    improve    service   delivery   and   pursue   new   opportunities   and 
partnerships. 

The  Police  and  Fire  Departments  are  continuing  efforts  to  implement  positive  change. 
Management  continues  to  negotiate  with  collective  bargaining  units  to  work  to  improve 
contractual  language  that  will  allow  opportunity  for  increased  productivity  and  the  ability  to 
create  efficiencies. 

The  Boston  Administrative  Information  Systems  (BAIS)  are  citywide  integrated 
applications  that  provide  the  City  with  timely  and  accurate  reporting  of  financial  and  human 
resource  information.  These  systems  position  City  managers  to  be  responsive  to  controlling 
staffing  and  budgets  throughout  the  fiscal  year.  The  BAIS  Support  Program  provides  the 
maintenance  and  support  of  the  City's  financial  and  human  resource  management  systems.  The 
BAIS  applications  are  the  foundation  for  the  City's  administrative  and  financial  functions. 

During  fiscal  2001,  Asset  Management  applications  were  developed,  ensuring  compliance 
with  GASB  34  requirements  effective  for  fiscal  2002  reporting.  Workflow  was  developed  to 
improve  a  paper  intensive  procurement  process  and  address  documentation  of  receipt  of  goods 
and  services.  In  February  2002,  an  upgrade  to  Version  8  to  the  City's  Human  Resource 
Management  (HRMS)  was  completed  and  implemented.  Also,  work  to  upgrade  the  BAIS 
Financial  System  has  begun  with  a  completion  date  set  for  fiscal  year  2003. 

The  Office  of  the  Chief  Operating  Officer  and  the  MIS  Department  have  launched  a 
collaborative  effort  with  City  departments  to  efficiently  provide  cellular  phone  communication 
services  that  will  result  in  the  reduction  of  the  number  of  cellular  phones  and  match  the  necessary 
cellular  phone  functionality  to  meet  the  departments'  needs.  This  program  is  projected  to  reduce 
cellular  phone  communication  costs  by  40%. 

Public  Education 

The  Math  Support  Plan,  which  began  in  fiscal  year  2001,  will  initiate  a  broader  math  effort 
across  all  grades.  The  Kids  Compute  2001  Initiative,  combined  with  computer  technology 
upgrades,  is  designed  to  enhance  computer  literacy  across  Boston's  student  population. 
Additionally,  the  Write  Boston  program,  with  an  effort  to  further  improve  Massachusetts 
Comprehensive  Assessment  System  scores  of  Boston's  students,  is  geared  to  writing  skills  and 
proficiency  in  all  grades. 

Current  focus  is  also  on  the  purchase  of  new  instructional  materials  in  history,  social  studies 
and  world  languages.  Ongoing  support  for  high  schools  to  meet  accreditation  standards  and  a 
reinvention  of  the  School  Department's  human  resources  function  to  increase  capacity  to  recruit 
and  hire  the  highest-quality  teachers  in  future  years  was  completed  during  fiscal  year  2001. 

This  fall  began  the  fifth  and  final  year  of  the  "Focus  on  Children"  reform  plan.  Its  primary 
goal  is  to  improve  teaching  and  learning  in  the  classroom  to  enable  all  students  to  attain  high 
standards  of  achievement.  Also,  in  an  effort  to  prepare  students  for  continuing  education  and  the 
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workforce,  the  Summer  Jobs  Program  places  more  than  1 1,000  teenagers  in  jobs  that  help  build 
valuable  life-long  skills. 

This  administration's  "No  Child  Left  Behind"  policy,  established  during  the  cyclical 
reauthorization  of  the  Elementary  and  Secondary  Education  Act,  promises  resources  geared 
toward  improving  the  quality  of  education  for  every  child.  "No  Child  Left  Behind"  funds  come 
with  substantial  new  programmatic  requirements.  Its  major  concepts  are  better  targeting  of 
parents,  flexibility  for  states  and  districts,  accountability,  and  scientifically-based  instructional 
strategies  and  academic  content. 

BPS  is  the  beneficiary  of  a  consortium  of  higher  education  institutions.  According  to  the 
Boston  Higher  Education  Partnership,  28  colleges  and  universities  have  formed  a  consortium  that 
provides  the  largest  amount  of  fiinding  and  services  to  a  single  urban  school  district  in  the  entire 
country.  This  steadily  increasing  assistance  comes  in  the  form  of  scholarships,  pro  bono 
assistance,  and  external  grants. 

Public  Safety 

Traffic  safety  is  the  focus  of  the  Neighborhood  Policing  strategies  of  the  Boston  Police 
Department,  the  traffic  calming  initiatives  of  the  Transportation  Department  and  the  "Walk  This 
Way"  pedestrian  safety  program  coordinated  by  the  Public  Health  Commission.  In  fiscal  2002,  the 
City  earmarked  $300,000  to  install  new  school  zone  traffic  signals  at  crosswalks  and  intersections 
around  schools. 

The  Police  Department's  grant  funding  at  both  the  federal  and  state  level  has  focused  mostly 
upon  adding  police  officers  and  community  policing.  "Same  Cop  Same  Neighborhood"  is  a 
policing  program  based  on  the  belief  that  police  officers  and  private  citizens  working  together  can 
help  address  community  problems  related  to  crime.  Having  the  same  officer  patrolling  the  same 
neighborhood  every  day,  results  in  the  officer  knowing  the  community  and  its  residents  better.  The 
program,  supported  with  a  grant  awarded  by  the  Massachusetts  Executive  Office  of  Public  Safety, 
has  a  total  of  $3.7  million  in  both  FYOl  and  FY02. 

Committing  to  making  public  safety  a  top  priority,  the  Boston  Public  Crime  Stoppers  Program 
was  established.  It  highlights  unsolved  crimes  of  violence  in  the  local  media,  appealing  to  the 
public  for  information.  A  toll  free  tip  line  is  set  up  and  answered  by  police  officers  and  trained 
personnel  who  forward  the  information  to  the  appropriate  investigators.  If  information  results  in 
the  arrest  and  indictment  of  an  offender,  the  informant  will  be  eligible  for  an  award  of  up  to  $  1 ,000. 

Additionally,  the  Boston  Police  Department,  in  coordination  with  the  District  Attorney's 
Office  and  other  law  enforcement  agencies,  will  put  new  squads  on  the  streets  in  the  City's  most 
crime-impacted  neighborhoods  to  focus  exclusively  on  unsolved  shooting  incidents  and  unlawful 
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Housing 

"Leading  the  Way",  a  comprehensive  strategy  to  increase  and  protect  Boston's  housing 
supply,  lays  the  groundwork  for  the  City  to  accomplish  its  goal  to  create  more  affordable 
housing.  The  City  has  committed  $33.0  million  in  resources  from  the  sale  of  surplus  property. 
The  first  $13.0  million  toward  that  commitment  was  appropriated  during  fiscal  year  2001.  The 
next  $13.0  million  is  to  be  appropriated  after  the  sale  of  154  Berkeley  Street  (the  old  Police 
Headquarters  building)  has  been  finalized.  "Leading  the  Way"  is  a  three-year  housing  strategy. 
It  will  create  7,500  new  units  of  housing,  preserving  5,342  affordable  rental  units  and  making 
1,000  City-owned  lots  available  for  development.  This  will  cut  the  number  of  abandoned  homes 
across  the  City  in  half. 

As  of  FY02,  Boston  has  secured  four  elderly  housing  projects  under  Section  202  -  a  federal 
subsidy  program  for  elderly  housing.  Also  during  fiscal  2002,  Boston  has  invested  $4.0  million 
at  the  Long  Island  Shelter  for  the  homeless. 

Mayor  Menino  signed  an  inclusionary  development  policy,  which  established  the  Housing 
Linkage  Program,  that  requires  large  residential  developments  set  aside  10%  of  the  units  for 
people  with  moderate  and  low  incomes.  With  the  support  of  the  City  Council,  Boston  will  be 
better  positioned  to  work  on  solutions  with  builders,  nonprofit  groups,  and  other  levels  of 
government. 

The  Community  Development  Block  Grant  (further  referred  to  in  this  document  as  CDBG) 
is  a  sizable  annual  entitlement  grant  from  HUD  to  the  City  of  Boston  designed  to  fund  a  variety 
of  neighborhood  development  activities.  The  City  expended  approximately  $26.8  million  in 
CDBG  funding  in  FYOl  and  spending  was  at  $30.9  million  in  FY02.  In  addition  to  CDBG,  other 
federally  funded  grants  that  are  administered  by  HUD  totaled  $14.8  million  in  funding  for  FY02. 

Other  Projects 

The  Silver  Line  is  a  major  subway-enhancement  project.  The  Massachusetts  Bay  Transit 
Authority  (further  referred  to  in  this  document  as  MBTA)  is  constructing  a  new  line  to  operate  as 
part  of  its  core  downtown  transit  system.  This  Silver  Line  will  combine  bus  rapid  transit  services 
along  Washington  Street  (in  Downtown,  Chinatown,  the  South  End,  and  Roxbury)  and  the  South 
Boston  Piers  Transitway  (on  the  South  Boston  waterfront)  into  a  single  line.  Eventually,  Silver 
Line  service  will  continue  through  subway  tunnels  to  the  new  convention  center  and  Logan 
Airport.  The  first  leg  of  the  Silver  Line  is  not  scheduled  to  open  until  early  in  the  summer  of 
fiscal  2003,  with  the  opening  of  ten  new  stations.  South  Station,  Courthouse  Station,  and  World 
Trade  Center  Station  are  scheduled  to  open  later  in  fiscal  2003.  The  current  five-year  spending 
program  for  this  Silver  Line  Project  is  $307.1  million,  40%  of  the  systems  expansion  effort.  The 
majority  of  this  effort  is  devoted  to  the  South  Boston  Piers  Transitway. 

In  fiscal  year  2002,  Boston  created  a  partnership  with  Fleet  Bank.  Fleet  Bank  is  working 
with  the  City  to  create  a  $1  million  revolving  loan  program  so  low-income  families  can  purchase 


XI 


City  of  Boston,  Massachusetts 


home  computers.    This  effort  shows  the  bridge  Boston  is  building  to  help  families  and  young 
people  learn  the  skills  they  need  to  improve  their  lives. 


Future  Projects 

Capital  Plan 

The  City's  2003-2007  Capital  Plan  proposes  new  long-term  investments  over  the  next  5-7 
years,  as  well  as  several  studies  to  lay  the  groundwork  for  future  growth.  In  total,  over  $1.39 
billion  of  City  and  non-City  sources  of  funds  have  been  proposed  to  be  spent  on  Capital  Projects. 
These  expenditures  will  be  used  for  improvements  to  schools,  public  safety,  libraries,  parks  and 
recreation,  roads  and  bridges,  community  centers,  technology  upgrades,  public  health  and 
environmental  initiatives.  In  view  of  the  proven  economic  and  social  benefits  of  consistent, 
long-range  capital  planning,  the  City  remains  committed  to  moving  forward  with  its  capital 
program. 

The  Police  Department's  Capital  Plan  includes  authorized  funding  for  the  construction  of  a 
new  neighborhood  station  in  the  South  End  and  renovations  to  the  West  Roxbury  station.  The 
Fire  Department  will  be  purchasing  a  new  fire  radio  system  and  has  undergone  fire  station  repairs 
in  2002.  In  light  of  the  tragic  events  of  September  II,  2001,  Governor  Tom  Ridge  of 
Pennsylvania,  Director  of  Homeland  Security,  came  to  Boston  to  announce  the  First  Responder 
Initiative  that  gives  cities  and  towns  direct  access  to  $3.50  billion  in  federal  funds.  The  City  will 
put  those  funds  to  work  by  increasing  local  police,  fire,  and  public  health  services. 

Prompted  by  the  events  of  September  1 1 ,  the  Fire  Department  will  revise  its  training  plans, 
obtain  and  issue  additional  equipment  and  improve  incident  command  systems  to  respond  to  any 
new  threats  to  the  City.  As  a  result  a  Special  Operations  Command  has  been  created  to  more 
efficiently  operate,  train,  equip,  and  staff  HazMat,  Rescue,  Confined  Space,  Scuba  and  Marine 
services. 

The  BPS  Capital  Plan  includes  the  construction  of  3  new  schools;  masonry  repairs  at  20 
schools;  roof  replacements  at  5  schools;  construction  and  installation  of  modular  classrooms 
facilities  at  2  schools;  the  design  of  full  electrical  and  technology  wiring  upgrades  at  29  schools 
and  the  construction  and  renovation  of  15  schoolyards  and  the  design  of  another  8  schoolyards. 
These  items  are  highlights  of  school  projects  and  are  accompanied  by  a  wide  assortment  of 
maintenance  projects  for  schools  including  window  replacement,  roof  maintenance,  boilers  and 
HVAC  systems.  Included  in  these  school  renovations  are  a  new  gymnasium,  cafeteria,  and 
expanded  library  at  Burke  High  School  and  upgraded  science  laboratories  at  Brighton  High 
School. 

Thanks  to  a  major  grant  from  the  Bill  and  Melinda  Gates  Foundation,  the  City  will  have  a 
new  high  school,  which  will  be  called  Tech  Boston  Academy.  This  will  be  a  new  technology 
high  school  that  will  prepare  students  for  careers  as  engineers,  programmers,  and  technicians. 
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This  new  high  school  will  draw  students  from  across  the  City  to  a  centrally  located  building  in 
the  Roxbury  section  of  Boston. 

In  FVOS,  the  Public  Works  Department  will  save  nearly  $300,000  due  to  a  new  energy- 
efficient  heating  and  cooling  system  at  its  Central  Maintenance  Facility.  These  capital 
investments  will  create  operating  budget  savings  that  would  otherwise  be  unavailable  for  other 
City  services.  Also,  during  the  next  fiscal  year.  Public  Works  will  expand  its  Street  Lighting  Unit 
as  it  takes  over  streetlights  formerly  owned  by  NSTAR. 

Capital  investment  continues  to  support  the  City's  commitment  to  efficient,  effective 
municipal  management  by  building  a  physical  infrastructure  that  is  strong  and  adaptive. 
Substantial  investment  has  been  made  in  capital  improvements,  technological  advances,  and 
equipment  for  maintenance  programs  to  improve  safety  conditions,  decrease  operating  costs  and 
provide  better  service  delivery. 

Economic  Development  Activities 

The  BRA  has  released  the  Seaport  Public  Realm  that  describes  the  development  of  the  over 
1,000-acre  South  Boston  waterfront  area.  The  BCEC  is  the  keystone  of  the  seaport  development 
and  is  expected  to  attract  thousands  of  new  visitors  and  millions  of  new  dollars  into 
Massachusetts  each  year.  It  will  serve  as  a  catalyst  for  the  development  of  new  hotels  in  the  area. 
The  South  Boston  Waterfront  will  be  a  destination  for  workers,  residents  and  visitors.  Areas 
have  been  identified  for  cultural  facilities,  parks,  and  gateways  to  Boston  Harbor  and  the  Islands. 

A  variety  of  studies  are  planned  to  enhance  economic  development  activities.  Included  are 
water  transportation  for  the  Aquarium/Central  Wharf;  Boston  2000,  exploring  land  use  and 
development  for  new  areas  created  by  the  Central  Artery/Third  Harbor  Tunnel  Project;  and 
Boston  400,  a  comprehensive  master  planning  process  to  determine  infrastructure  investment  and 
economic  development  for  this  century. 

With  51%  of  the  City's  real  estate  being  off  the  tax  rolls,  controlled  by  tax-exempt 
institutions,  there  will  be  a  new  era  of  partnerships  with  the  City's  colleges,  universities,  and 
nonprofits.  Boston  will  work  with  these  institutions  to  create  scholarships  or  help  unemployed 
workers  learn  new  skills  to  get  a  better  job.  Preliminary  discussions  with  Harvard  University  and 
its  President,  Dr.  Lawrence  Summers,  have  been  initiated  to  expand  its  medical  school  complex 
to  Crosstown  in  Roxbury.  This  would  not  only  strengthen  the  neighborhood,  but  also  create 
more  jobs. 


Service  Accomplishments 

One  in  four  Bostonians  was  born  in  another  country.  Collectively,  more  than  100  languages 
are  spoken  by  Bostonians.  Lack  of  English  proficiency  is  a  common  barrier  for  many  new 
immigrants.    This  past  year.  "English  for  New  Bostonians".  a  public-private  partnership,  was 
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introduced.     In  fiscal  year  2002,  this  program,  with  the  help  of  businesses  and  community 
organizations,  provided  an  additional  400  seats  in  English  classes  across  the  city. 

"Focus  on  Children",  began  in  1997  as  a  five-year  education  reform  plan  to  improve  student 
achievement.  It  serves  as  a  guide  to  help  bring  about  whole  school  change.  Some  of  the  goals 
include  changing  the  BPS  structure  to  focus  on  serving  the  community  and  improving  teaching 
and  learning  through  the  Transition  Program  and  the  Math  Support  Plan,  to  enable  all  students  to 
achieve  high  standards  of  performance.  Pilot  schools  can  serve  as  useful  examples  of  cutting- 
edge  education  practices.  They  provide  a  "laboratory"  where  innovative  and  exciting  educational 
ideas  can  be  developed  and  shared  with  the  entire  district.  The  Boston  Arts  Academy  and  the 
Young  Achievers  Pilot  School  opened  in  fiscal  2002.  In  fiscal  2002,  there  were  a  projected 
2,500  students  educated  in  Boston's  pilot  schools. 

As  of  September  2001,  a  total  of  69  schools  -  more  than  two  thirds  of  the  City  of  Boston's 
elementary  and  middle  schools  operated  after-school  programs.  After-school  programs  had  $19.0 
million  leveraged  in  fiscal  2002  from  public  and  private  sources  in  partnership  with  public  and 
private  agencies  to  expand  the  number  of  children  served  in  quality  programs. 

Renovations  were  undertaken  to  enhance  and  expand  the  parks  within  the  City.  Boston's 
usable  park  system  expanded  by  25%  to  include  land  over  the  new  Central  Artery,  the  Harbor 
Islands,  and  numerous  neighborhood  pocket  plans.  Millennium  Park,  a  lOO-acre  park  located  in 
the  West  Roxbury  section  of  the  City,  was  created.  Millennium  Park  is  larger  than  the  Boston 
Common  and  the  Public  Garden  combined. 

The  Public  Works  Department  continued  the  "Pave  the  Way"  program.  The  program 
provided  for  the  resurfacing  of  over  100  miles  of  roads  and  reconstructed  over  40  miles  of 
sidewalks  through  the  2002  fiscal  year. 

Boston  has  made  advancements  in  technology.  During  the  past  fiscal  year,  it  was 
recognized  as  one  of  the  top  technological  cities  for  Internet  use.  Boston  was  one  of  the  big 
movers  in  an  annual  survey  of  America's  most  Internet-savvy  cities.  The  City  jumped  12  places 
to  number  four  in  this  year's  survey,  published  in  the  May  edition  of  Yahoo!  Internet  Life 
magazine.  In  addition  to  basic  statistics,  the  formula  used  for  measuring  and  ranking  cities 
includes:  the  extent  to  which  businesses  are  online  in  the  City;  sophistication  of  the  users  in  that 
city;  evaluation  of  content  available  in  the  area,  and  a  more  subjective  standing  of  how  well  local 
government  uses  the  Internet. 
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The  City  is  proud  of  its  contributions  to  improving  the  quality  of  life  and  education  as  well 
as  the  strength  of  the  Boston  economy.  While  the  City  is  proud  of  its  accomplishments,  it 
recognizes  the  need  for  continual  change  to  meet  the  needs  of  Boston  citizens  and  its  economy. 
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Accounting  System  and  Budgetary  Control 

The  accounts  of  the  City  are  organized  on  the  fund  basis.  Each  fund  is  considered  to  be  a 
separate  accounting  entity.  The  operations  of  each  fund  are  accounted  for  by  providing  a 
separate  set  of  self-balancing  accounts,  which  comprise  each  fund's  assets,  liabilities,  fund 
balance,  revenues  and  expenses.  An  integrated  computerized  financial  accounting  system  is 
maintained  by  the  Auditing  Department  to  record  transactions  within  these  accounts.  This 
system  is  an  encumbrance  accounting  system,  which  monitors  the  City's  purchase  orders  for 
goods,  services  and  other  contractual  commitments.  The  City  budgets  and  maintains  its  books 
and  records  on  a  statutory  basis  of  accounting  prescribed  by  the  Commonwealth  of 
Massachusetts.  This  basis  of  accounting  differs  from  accounting  principles  generally  accepted  in 
the  United  States  of  America. 

The  City's  management  is  responsible  for  establishing  and  maintaining  internal  accounting 
controls  designed  to  provide  reasonable,  but  not  absolute,  assurance  that  the  assets  of  the  City  are 
safeguarded  from  loss,  theft  or  misuse.  In  addition,  the  internal  control  structure  reasonably 
assures  that  adequate  accounting  data  are  compiled  to  allow  for  the  preparation  of  financial 
statements  in  conformity  with  generally  accepted  accounting  principles.  The  concept  of 
reasonable  assurance  recognizes  that:  (1)  the  cost  of  a  control  should  not  exceed  the  benefits 
likely  to  be  derived;  and  (2)  the  evaluation  of  costs  and  benefits  requires  estimates  and  judgments 
by  management.  The  City  Auditor  is  responsible  for  evaluating  the  adequacy  and  effectiveness 
of  the  control  structure,  and  the  Auditing  Department  conducts  a  periodic  evaluation  of  the 
control  structure's  effectiveness. 

As  a  part  of  its  internal  control  structure,  the  City  maintains  budgetary  controls.  The 
objective  of  these  controls  is  to  ensure  compliance  with  the  legally  mandated  budget  adopted  by 
the  City  Council.  Activities  of  the  General  Fund  are  included  in  the  annual  budget.  The  budget 
within  the  Special  Revenue  Fund  is  established  based  on  specific  grant  requirements  or  specific 
legislation,  but  is  not  subject  to  City  Council  approval.  The  Capital  budget  reflects  long-term 
needs  financed  primarily  through  the  issuance  of  bonds.  This  multiyear  plan  is  subject  to 
approval  by  the  City  Council.  Specific  budgets  are  established  for  each  capital  project  prior  to  its 
inception. 

The  funcfion  and  activity  within  the  individual  fund  establishes  the  level  of  budgetary 
control.  Budgetary  control  in  this  context  defines  the  level  at  which  expenditures  cannot  legally 
exceed  the  appropriated  amount.  In  the  case  of  the  General  Fund,  this  control  is  at  the  department 
level.  In  the  case  of  the  Special  Revenue  and  Capital  Projects  Fund,  the  control  is  at  the  grant  or 
project  levels  respectively.  All  of  these  budgetary  controls  reside  within  the  City's  financial 
system  and  are  monitored  by  the  Office  of  Budget  Management  and  the  Auditing  Department  to 
ensure  compliance. 

The  Auditing  Department  initiates  a  fiscal  year  closing  process  that  limits  and  controls 
departmental  appropriation  reserves  through  encumbrances  and  closely  monitors  the  amount  of 
prior  year  reserves  carried  forward.  The  process  allows  for  the  year-end  closing  and 
accompanying  financial  statements  to  be  completed  in  an  efficient  and  timely  manner. 
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The  Federal  Single  Audit  Act  requires  the  City  to  have  an  annual  independent  audit  conducted 
on  the  federal  financial  assistance  it  has  received.  This  audit  is  conducted  simultaneously  with  the 
City's  annual  financial  statement  audit. 

A  significant  portion  of  the  Single  Audit  work  is  devoted  to  evaluating  the  City's  internal 
control  structure.  The  evaluation  includes  tests  of  a  significant  number  of  individual  federal  grant 
transactions  that  occurred  during  the  fiscal  year.  The  Single  Audit  work  also  requires  that  the 
auditors  determine  whether  the  organization  has  complied  with  laws  and  regulations  that  may 
have  a  material  effect  on  each  of  its  major  federal  financial  assistance  programs.  All  of  the 
City's  major  federal  programs  are  evaluated  for  the  adequacy  of  internal  controls  and  compliance 
with  laws  and  regulations. 

The  City's  Single  Audit  report  for  the  year  ending  June  30,  2002  included  no  instances  of 
material  weaknesses  in  the  internal  control  structure,,  nor  were  any  significant  violations  of  the 
applicable  laws  and  regulations  reported.  The  report  is  publicly  issued  under  a  separate  cover.  In 
addition  to  the  annual  audit  of  the  federal  financial  assistance  programs,  the  City  also  identifies 
specific  grants  received  from  the  State  for  compliance  and  internal  control  review  by  the 
independent  auditors. 


Governmental  Activities 

The  City  of  Boston,  incorporated  as  a  town  in  1630  and  as  a  City  in  1822,  now  exists  under 
Chapter  486  of  the  Acts  of  1909  and  Chapter  452  of  the  Acts  of  1948  of  the  Commonwealth  of 
Massachusetts,  which,  as  amended,  constitute  the  City's  Charter.  The  Mayor  is  elected  to  a  four- 
year  term  and  serves  as  chief  executive  officer  of  the  City.  The  Mayor  has  general  supervision  of 
and  control  over  the  City's  boards,  commissions,  officers  and  departments.  The  legislative  body  of 
the  City  is  the  City  Council,  which  consists  of  thirteen  elected  members  serving  two-year  terms. 
The  Mayor  and  City  Council  serve  as  the  County  Commissioners  of  Suffolk  County. 

The  following  sections  include  selected  financial  data  reported  on  a  GAAP  basis.  Presented 
are  the  operations  of  the  General  Fund,  Special  Revenue  Fund,  Capital  Projects  Fund,  Other 
Governmental  Funds  and  Internal  Service  Fund  as  well  as  Fiduciary  Funds  administered  by  the 
City. 


XVI 


City  of  Boston,  Massachusetts 


General  Fund 

The  general  fund  is  the  main  operating  fund  of  the  City  accounting  for  the  revenue  received  of 
over  $1 .80  billion.  The  major  sources  of  funding  are  presented  below: 
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Revenues: 

Property  Taxes 

Excise  Taxes 

Payments  in  Lieu  of  Taxes 

Fines 

Investment  Income 

Licenses  and  Permits 

Department  and  Other  Revenue 

Commonwealth 


2002 

% 

2001 

% 

Inc  (Deer)  %  Change 

$      990,848 

55.0% 

874,868 

51.7% 

115,980 

13.3% 

111,114 

6.2% 

72,645 

4.3% 

38,469 

53.0% 

36,332 

2.0% 

72,720 

4.3% 

-36,388 

-50.0% 

60,601 

3.4% 

57,840 

3.4% 

2,761 

4.8% 

14,596 

0.8% 

26,289 

1 .6% 

-11,693 

-44.5% 

33,325 

1 .8% 

36,795 

2.2% 

-3,470 

-9.4% 

62,200 

3.5% 

58,306 

3.4% 

3,894 

6.7% 

492,299 

27.3% 

493,278 

29.1% 

-979 

-0.2% 

$  1,801,315 

100.0% 

$  1,692,741 

100.0%$ 

108,574 

6.4% 
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Revenues 

Modest  revenue  growth  continued  in  fiscal  year  2002.  There  were  shortfalls  in  four  revenue 
sources.  The  Payments  in  Lieu  of  Taxes  decreased  primarily  due  to  the  inability  of  the 
Massachusetts  Port  Authority  to  make  a  full  payment  on  its  agreement  due  to  the  losses  incurred 
during  and  after  September  2001 .  It  is  expected  that  this  shortfall  will  be  made  up  at  a  later  date. 
The  decrease  in  Investment  Income  is  the  result  of  a  weaker  market  performance  and  low  interest 
rates  yielding  poor  returns  on  otherwise  favorable  cash  balances.  The  Licenses  and  Permits 
decrease  is  due  to  the  unsustainable  record  revenue  generated  the  prior  year  from  building  permits 
for  commercial  (i.e.,  office  towers,  hotels,  etc.)  and  residential  construction  projects  undertaken 
throughout  the  City.  Commonwealth  Distributions  fell  slightly  by  only  0.2%  from  fiscal  year  2001. 
The  most  significant  revenue  increase  was  in  Excise  Taxes.  Revenues  recognized  from  Room 
Occupancy  Excise  Taxes  are  transferred  from  the  Convention  Center  Fund  to  the  General  Fund  at 
year  end  after  satisfying  funding  requirements  for  debt  service.  Department  and  Other  revenue  also 
increased  due  to  an  artificially  low  base  in  collections  in  fiscal  year  2001,  strong  reimbursement  of 
municipal  Medicaid  claims,  and  receipt  of  one-time  revenues  from  prior  years.  Property  Taxes 
have  increased  13.3%,  while  Fines  rose  4.8%.  Changes  from  2001  to  2002  are  presented  in  the 
previous  graph.  Components  within  the  graph  in  the  "other"  category  include  Payments  in  Lieu  of 
Taxes,  Investment  Income,  Licenses  and  Permits,  Department  and  Other  Revenue. 

Expenditures 

Overall  fiscal  year  2002  expenditures  increased  from  the  previous  year.  Spending  for  Public 
Safety  increased  $32.4  million  (8.7%)  due  to  the  execution  of  collective  bargaining  agreements  for 
the  current  year.  The  increase  in  Public  Works  for  collective  bargaining  was  off  set  by  a  decrease 
of  $6.2  million  in  snow  removal  costs,  the  result  of  a  mild  winter.  The  overall  effect  being  a 
decrease  of  $2.6  million  (4.5%)  for  Public  Works.  Property  &  Development  increased  $7.4  million 
(18.1%)  due  to  collective  bargaining  and  Boston's  continuing  effort  to  support  additional  affordable 
housing  programs.  Schools  increased  $16.3  million  (2.7%)  due  to  the  Transition  Program,  Math 
Support  Plan,  "Focus  on  Children"  policy,  school  resource  allocations,  and  collective  bargaining. 
Other  Employee  Benefits  expenditures  rose  by  $17.2  million  (19.0%),  due  to  higher  participation  in 
Medicare  and  the  increased  cost  of  health  insurance.  Retirement  Costs  decreased  by  $2.9  million 
(3.5%)  as  a  result  of  an  increase  in  the  reimbursement  rate  for  Teachers'  Retirement.  Human 
Services  ($1.0  million).  Parks  and  Recreation  ($0.7  million)  and  Capital  Outlays  ($1.3  million) 
increased  slightly,  while  County  ($1.5  million),  Judgments  and  Claims  ($2.7  million)  and  Library 
($1 .7  million)  decreased.  Changes  from  2001  to  2002  are  presented  in  the  next  chart  and  table 
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Comparative  General  Fund  Expenditures 
GAAP  Basis 


Expenditures: 

2002 

% 

2001 

% 

Inc  (Deer) 

%  Chanae 

Gen  Govt 

$        77,019 

4.4%$ 

67,913 

4.1%$ 

9,106 

-13.4% 

Pub!  Safety 

405,844 

23.4% 

373,362 

22.4% 

32,482 

8.7% 

Publ  Worl<s 

74,651 

4.3% 

77,241 

4.6% 

(2,590) 

-3.4% 

Prop  &  Dev 

48,774 

2.8% 

41,300 

2.5% 

7,474 

18.1% 

Schools 

627,653 

36.2% 

611,368 

36.7% 

16,285 

2.7% 

Public  Health  Programs 

64,537 

3.7% 

62,476 

3.8% 

2,061 

3.3% 

Retirement 

82,034 

4.7% 

84,970 

5.1% 

(2,936) 

-3.5% 

Other  Employee  Ben 

107,701 

6.2% 

90,501 

5.4% 

17,200 

19.0% 

State  &  Dist.  Assess 

67,769 

3.9% 

66,788 

4.0% 

981 

1 .5% 

Debt  Service 

115,366 

6.7% 

123,977 

7.4% 

(8,611) 

-6.9% 

Other 

63,797 

3.7% 

66,469 

4.0% 

(2,672) 

-4.0% 

$  1,735,145  100.0%$ 

1,666,365  100.0%$ 

68,780 

4.1% 

The  undesignated  fund  balance  of  the  City  of  $345.8  milHon  was  reported  at  June  30,  2002  as 
compared  to  $182.0  million  in  2001. 

Special  Revenue  Fund 

The  Special  Revenue  Fund  is  used  mainly  to  account  for  the  activities  of  the  City  that  are 
funded  by  the  Federal  and  State  governments. 

Funds  received  from  the  Federal  and  State  governments  during  2002  increased  19.5%.  The 
increase  resulted  from  the  City  applying  for  and  obtaining  new  grants  to  help  support  education, 
after-school  programs  and  public  safety  initiatives. 

Spending  in  the  Special  Revenue  Funds  has  also  increased,  as  additional  Federal  and  State 
funds  have  become  available. 

Capital  Projects  Fund 

Capital  projects  fund  is  used  mainly  to  account  for  construction  activities  of  the  City.  These 
activities  are  primarily  funded  from  bond  proceeds  or  other  external  funding  sources.  Revenues  for 
the  Capital  Projects  Fund  decreased  significantly  by  $52.8  million  to  S22.3  million  in  fiscal  year 
2002,  mainly  due  to  a  decrease  in  subsidies  from  the  Commonwealth  of  Massachusetts.  One  main 
project  for  the  State  subsidy  was  for  the  Convention  Center.  Expenditures  decreased  by  $45.8 
million  to  $139.6  million  for  the  period  ending  June  30.  2002.  This  can  be  attributable  to  an 
increase  in  spending  for  school  projects,  a  decrease  in  outlays  for  the  convention  center  spending, 
and  overall  conservative  spending. 
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In  2002,  major  portions  of  capital  spending  focused  on  the  construction  of  two  new  middle 
schools,  one  new  K-8  school,  and  ongoing  school  building  renovations  and  technology  upgrades. 
In  addition,  the  Parks  and  Recreation  Department  and  Public  Works  Department  continued  on  their 
programs  of  refurbishing  parks,  playgrounds,  and  public  ways. 

Internal  Service  Fund 

The  Internal  Service  Fund  accounts  for  the  City's  Health  Insurance  Trust  Fund.  Blue 
Cross/Blue  Shield  (BC/BS)  acts  as  a  third  party  agent  for  the  City's  employees,  retirees  and  their 
dependents  for  payment  of  expenses  incurred  under  various  health  indemnification  plans  utilized 
by  the  City.  Costs  incurred  under  the  BC/BS  plans  are  shared,  with  25%  paid  by  employees  and 
retirees  and  75%  paid  by  the  City.  Operating  revenues  for  the  Internal  Service  Fund  in  2002 
were  $71.9  million  and  expenses  totaled  $64.8  million.  The  fund  balance  at  June  30,  2002  was 
$308,000,  as  compared  to  a  fund  balance  deficit  of  $7.4  million  at  June  30,  2001. 

Debt  Administration 

At  year-end  the  City  had  $829.5  million  in  General  Obligations  bonds  outstanding  -  an 
increase  of  3.5%  over  last  year. 

In  February  2002,  the  City  received  the  proceeds  of  a  $100.0  million  General  Obligation  Bond 
Issue  and  a  $62.0  million  Bond  Anticipation  Note  for  school  projects.  In  May  of  2002,  the  City  of 
Boston  retired  two  Convention  Center  Bond  Anticipation  Notes  that  totaled  $157.8  million. 
Additionally,  the  City  received  the  proceeds  of  a  $1 16.9  million  Special  Obligation  Bond  Issue  in 
April  of  2002.  This  revenue  bond  will  permanently  finance  costs  incurred  in  connection  with  the 
development  of  the  Boston  Convention  and  Exhibition  Center. 

Cash  Management 

The  City's  Collector-Treasurer  establishes  investment  policies  of  the  City.  Portions  of 
Massachusetts  General  Laws  Chapter  29  and  41  govern  these  policies.  Generally,  the  City's 
investment  policy  centers  on  receiving  a  competitive  yield  for  its  investible  cash  while  ensuring 
safety.  The  balances  held  in  the  City's  General  Fund  for  investment  are  ultimately  used  to  meet 
liability  obligations  and,  therefore,  are  not  available  for  what  would  be  considered  long-term 
investing.  The  duration  of  time  during  which  funds  are  available  for  investment  does  vary; 
therefore,  the  City  must  carefully  select  the  investment  type  most  suitable  for  the  given  time  frame 
to  optimize  income  while  maintaining  safety  and  sufficient  liquidity  requirements.  The  City 
requires  that  repurchase  agreements,  certificates  of  deposits  and  sweep  vehicles  will  be 
collateralized 

Additionally,  the  Collector-Treasurer  working  in  tandem  with  the  trustee(s)  of  the  various 
trusts  funds  has  developed  a  detailed  Investment  Guidelines  and  Policy  Statement  for  an  individual 
or  Common  Fund.  General  Laws  of  Massachusetts  Chapter  203  (Uniform  Common  Trust  Act) 
provides  that  the  City  of  Boston  may  establish  common  trust  funds.  The  pooling  of  individual  trust 
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funds  into  a  Common  Trust  allows  for  greater  diversification  of  investment  in  asset  classes,  as  well 
as  reduced  management  cost. 

Risk  Management 

The  City  is  self-insured  in  most  areas  of  risk  including  general  liability,  property  and  casualty 
workers'  compensation,  certain  employee  health  care  costs,  and  unemployment  compensation.  The 
City's  Corporation  Counsel  defends  the  City  in  any  lawsuits  that  arise  from  the  normal  course  of 
operations.  Except  for  certain  health  care  costs,  judgments  and  claims  are  charged  to  the  General 
Fund. 

The  City's  health  insurance  program  purchases  insurance  coverage  for  the  City's  employees 
and  retirees  through  a  number  of  health  maintenance  organizations  (HMOs).  Blue  Cross  and 
Blue  Shield  of  Massachusetts  (BC/BS)  acts  as  a  third  party  agent  for  the  City's  self-insured 
indemnity  health  care  plans.  Costs  incurred  for  the  operation  of  the  BC/BS  plans  are  accounted 
for  in  an  Internal  Service  Fund.  Costs  to  the  City  for  the  HMOs  are  accounted  for  in  the  General 
Fund. 

The  Risk  Management  Program  works  to  limit  unnecessary  asset  losses  due,  for  example,  to 
worker  illness  and  injury,  third  party  liability  claims  and  property  losses  due  to  fire  and  natural 
events.  Particular  progress  has  been  made  in  asset  and  loss  quantification  and  tracking, 
identification  and  analysis  of  key  areas  for  improvement,  and  specific  improvements  in  reducing 
related  costs. 

The  City's  catastrophic  property  insurance  policy  covers  all  City  property  assets  up  to 
$400.0  million.  This  insurance  policy  limits  the  City's  property  loss  exposure  to  $10.0  million 
per  incident.  The  City's  established  risk  retention  reserve  pays  for  the  premium  of  this  policy. 


Fiduciary  Operations 

The  City  participates  in  a  contributory  retirement  system,  the  State-Boston  Retirement 
System  (SBRS).  The  City  is  the  largest  member  of  SBRS,  a  cost  sharing  multiple  employer 
public  employee  system  operated  under  Chapter  32  of  the  Massachusetts  General  Laws  (MGL) 
as  amended  by  Chapter  306  of  the  Acts  of  1996.  The  SBRS  provides  retirement,  disability  and 
death  benefits  to  plan  members  and  beneficiaries.  Each  participating  employer's  share  of  the 
total  annual  contribution  is  determined  on  the  basis  of  active  payroll. 

The  City  is  committed  to  funding  based  upon  a  schedule  approved  by  the  SBRS  and  the 
State  actuary,  which  includes  paying  the  current  year's  estimated  present  value  of  benefits  earned 
during  the  year  (normal  cost)  and  an  annual  contribution  toward  reducing  the  unfunded  liability 
to  zero  by  the  year  2020.  The  schedule  is  subject  to  update  and  approval  at  least  every  three 
years  by  the  Public  Employee  Retirement  Administration  Commission  (PERAC).  a  State  agency 
established  to  oversee  all    104  local  Massachusetts  public  retirement  systems.     The  annual 
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appropriation,  based  on  the  approved  funding  schedule,  is  a  legal  obligation  of  the  City  that  must 
be  included  as  part  of  the  tax  rate  certification  by  the  Commonwealth  of  Massachusetts. 

Cost  of  living  adjustments  are  considered  by  the  SBRS  Board  on  an  annual  basis.  As  part 
of  the  annual  review  process,  the  Board  considers  the  fiscal  conditions  of  the  City  and  whether 
the  granting  of  the  COLA  would  substantially  impair  the  City's  funding  schedule.  Cost  of  living 
adjustments  are  set  each  year  at  the  CPI,  or  an  amount  up  to  but  not  greater  than,  3%  on  the  first 
$12,000  of  a  retiree's  annual  payment.  The  Board  approved  a  3%  COLA  for  2002. 

The  City  also  operates  the  Boston  Retirement  System  (BRS).  BRS  is  the  predecessor  to 
SBRS  and  is  closed  to  new  members  and  is  funded  on  a  pay-as-you-go  basis.  The  operations  of 
BRS  are  not  material  to  the  City  as  a  whole. 


Other  Information 

Independent  Audit 

The  Commonwealth  of  Massachusetts,  through  Chapter  190  of  the  Acts  of  1982,  requires 
that  the  City  undergo  an  annual  audit  performed  by  a  firm  of  independent  public  accountants. 
The  City  has  selected  the  firm  of  KPMG  LLP  to  perform  the  June  30,  2002  audit.  This  audit  is 
conducted  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America  and  Government  Auditing  Standards,  issued  by  the  Comptroller  General  of  the  United 
States.  The  audit  provides  an  independent  review  to  help  assure  a  fair  presentation  of  the  City's 
financial  position  and  results  of  operations. 

The  City  also  undergoes  an  annual  audit  of  its  Federal  grant  funds  as  required  by  the  Single 
Audit  Act.  KPMG  LLP  issues  separate  reports  on  the  City's  internal  control  systems  and 
compliance  with  applicable  laws  and  regulations  that  meet  the  requirements  of  the  Single  Audit  Act 
and  Office  of  Management  and  Budget  Circular  A- 133. 

Awards 

The  Government  Finance  Officers  Association  of  the  United  States  and  Canada  (GFOA) 
awarded  a  Certificate  of  Achievement  for  Excellence  in  Financial  Reporting  to  the  City  of  Boston 
for  its  comprehensive  annual  financial  report  (CAFR)  for  the  fiscal  year  ended  June  30,  2001.  This 
was  the  seventh  consecutive  year  that  the  City  of  Boston  has  received  this  prestigious  award.  In 
order  to  be  awarded  a  Certificate  of  Achievement,  a  governmental  unit  must  publish  an  easily 
readable  and  efficiently  organized  comprehensive  annual  financial  report.  This  report  must  satisfy 
both  generally  accepted  accounting  principles  and  applicable  legal  requirements. 

A  Certificate  of  Achievement  is  valid  for  a  period  of  only  one  year.  We  believe  that  our 
current  report  continues  to  meet  the  Certificate  of  Achievement  program  requirements,  and  we  are 
submitting  it  to  the  GFOA  to  determine  its  eligibility  for  another  certificate. 
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In  addition,  the  City  of  Boston  also  received  the  GFOA's  Award  for  Distinguished  Budget 
Presentation  for  its  Annual  Budget  document  for  the  fiscal  year  beginning  July  1 ,  2002.  The  City  of 
Boston's  budget  document  was  judged  to  be  proficient  in  several  categories  including  policy 
documentation  and  financial  planning. 

Acknowledgements 

We  would  like  to  express  our  appreciation  to  the  staff  of  the  Accounting  and  Financial 
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and  dedication  made  the  timely  preparation  of  the  CAFR  possible.  We  also  wish  to  thank  the 
professional  staff  of  KPMG  LLP  for  their  counsel,  technical  assistance  and  encouragement  in  the 
preparation  of  this  CAFR.  Several  other  City  departments  and  agencies  provided  additional 
information  and  assisted  in  the  CAFR  preparation.  We  gratefully  acknowledge  their  efforts  and 
contributions  to  this  report.  Finally,  we  wish  to  thank  you  for  your  continued  interest  in  the 
financial  operations  of  the  City,  and  for  the  planning  and  support  necessary  to  conduct  the  City's 
financial  operations  in  a  responsible  manner. 


Respectfully  submitted, 
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99  High  Street  Telephone  617  988  1000 

Boston,  MA  02110-2371  Fax  617  988  0800 


Independent  Auditors'  Report 


The  Honorable  Mayor  and  City  Council 
City  of  Boston,  Massachusetts: 

We  have  audited  the  accompanying  financial  statements  of  the  governmental  activities,  the  business-type 
activities,  the  aggregate  discretely  presented  component  units,  each  major  fund,  and  the  aggregate 
remaining  fund  information  of  the  City  of  Boston,  Massachusetts,  as  of  and  for  the  year  ended  June  30, 
2002,  which  collectively  comprise  the  City's  basic  financial  statements  as  listed  in  the  table  of  contents. 
These  financial  statements  are  the  responsibility  of  the  City  of  Boston's  management.  Our  responsibility  is 
to  express  opinions  on  these  financial  statements  based  on  our  audit.  We  did  not  audit  the  financial 
statements  of  certain  entities,  which  represent  3%  and  11%  of  the  assets  and  revenues,  respectively,  of  the 
aggregate  remaining  fund  information  and  29%  and  22%  of  the  assets  and  revenues,  respectively,  of  the 
discretely  presented  component  units.  Those  financial  statements  were  audited  by  other  auditors  whose 
report  has  been  furnished  to  us,  and  our  opinion  on  the  financial  statements,  insofar  as  it  relates  to  the 
aggregate  remaining  fund  information  and  the  discretely  presented  component  units  and  their  effects  on  the 
governmental  and  fiduciary  activities,  is  based  solely  on  the  reports  of  the  other  auditors. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America  and  the  standards  applicable  to  financial  audits  contained  in  Government  Auditing  Standards, 
issued  by  the  Comptroller  General  of  the  United  States.  Those  standards  require  that  we  plan  and  perform 
the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and 
disclosures  in  the  financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  statement 
presentation.  We  believe  that  our  audit  and  the  reports  of  the  other  auditors  provides  a  reasonable  basis  for 
our  opinions. 

Li  our  opinion,  based  on  our  audit  and  reports  of  other  auditors,  the  financial  statements  referred  to  above 
present  fairly,  in  all  material  respects,  the  respective  financial  position  of  the  governmental  activities,  the 
business-type  activities,  the  aggregate  discretely  presented  component  units,  each  major  fund,  and  the 
aggregate  remaining  fund  information  of  the  City  of  Boston,  Massachusetts,  as  of  June  30,  2002,  and  the 
respective  changes  in  financial  position  and  cash  flows,  where  applicable,  thereof  and  the  respective 
budgetary  comparison  for  the  general  fund  for  the  year  then  ended  in  conformity  with  accounting 
principles  generally  accepted  in  the  United  States  of  America. 

As  described  in  note  3,  the  City,  in  fiscal  2002,  has  implemented  Governmental  Accounting  Standards 
Board  (GASB)  Statements  No.  34,  Basic  Financial  Statements  -  and  Management's  Discussion  and 
Analysis  -for  State  and  Local  Governments,  No.  37,  Basic  Financial  Statements  -  and  Management's 
Discussion  and  Analysis  —for  State  and  Local  Governments  -  Omnibus,  and  No.  38,  Certain  Financial 


KPMG  LLP  KPMG  LLR  3  U.S.  limited  liability  partnership,  is 
a  member  of  KPMG  International,  a  Swiss  association. 


Statement  Note  Disclosures,  and  GASB  Interpretation  No.  6,  Recognition  and  Measurement  of  Certain 
Liabilities  and  Expenditures  in  Governmental  Fund  Financial  Statements. 

Our  audit  was  conducted  for  the  purpose  of  forming  opinions  on  the  financial  statements  that  collectively 
comprise  the  City  of  Boston's  basic  financial  statements.  The  combining  financial  statements  and 
schedules  listed  in  the  table  of  contents  are  presented  for  purposes  of  additional  analysis  and  are  not  a 
required  part  of  the  basic  financial  statements  of  the  City  of  Boston.  This  information  has  been  subjected  to 
auditing  procedures  applied  in  the  audit  of  the  basic  financial  statements  and,  in  our  opinion  is  fairly 
presented  in  all  material  respects  in  relation  to  the  basic  financial  statements  taken  as  a  whole. 

Management's  Discussion  and  Analysis  on  pages  3  through  12  and  the  schedules  of  funding  progress  and 
employers'  contributions  on  page  55  are  not  required  parts  of  the  basic  financial  statements,  but  are 
supplementary  information  required  by  the  accounting  principles  generally  accepted  in  the  United  States  of 
America.  We  have  applied  certain  limited  procedures  which  consisted  principally  of  inquires  of 
management  regarding  the  methods  of  measurement  and  presentation  of  the  required  supplementary 
information.  However,  we  did  not  audit  the  information  and  express  no  opinion  on  it. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  a  separate  report  dated 
November  22,  2002  on  our  consideration  of  the  City's  internal  control  over  financial  reporting  and  on  our 
tests  of  its  compliance  with  certain  provisions  of  laws,  regulations,  contracts  and  grants.  That  report  is  an 
integral  part  of  an  audit  performed  in  accordance  with  Government  Auditing  Standards  and  should  be  read 
in  conjunction  with  this  report  in  considering  the  results  of  our  audit. 

The  information  included  in  the  introductory  and  statistical  sections  of  this  report  has  not  been  subjected  to 
auditing  procedures  applied  by  us  in  the  audit  of  the  basic  financial  statements  and,  accordingly,  we 
express  no  opinion  on  it. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Required  Supplementary  Information 
Management's  Discussion  and  Analysis 


The  City  of  Boston  provides  this  Management's  Discussion  and  Analysis  to  provide  additional  information  to  the 
readers  of  the  City's  Basic  Financial  Statements.  This  narrative  overview  and  analysis  of  the  financial  activities 
of  the  City  of  Boston  is  for  the  fiscal  year  ended  June  30,  2002.  Readers  are  encouraged  to  consider  this 
information  in  conjunction  with  the  additional  information  that  is  furnished  in  the  City's  Comprehensive  Annual 
Financial  Report  (CAFR). 

Because  the  City  of  Boston  is  implementing  new  reporting  standards  for  this  fiscal  year  with  significant  changes 
in  content  and  structure,  much  of  the  information  is  not  easily  comparable  to  prior  years.  However,  in  future 
years,  comparisons  will  be  more  meaningful  and  will  go  further  in  explaining  the  City's  financial  position  and 
results  of  operations. 

OVERVIEW  OF  THE  FINANCIAL  STATEMENTS 

This  discussion  and  analysis  are  intended  to  serve  as  an  introduction  to  the  City  of  Boston's  financial  statements. 
The  City's  basic  financial  statements  include  three  components:  1)  government-wide  financial  statements,  2) 
fund  financial  statements,  and  3)  notes  to  the  financial  statements.  This  report  also  contains  required 
supplementary  information  regarding  historical  pension  information.  These  components  are  described  below: 

Basic  Financial  Statements 

The  financial  statements  include  two  types  of  financial  statements  that  present  different  views  of  the  City  -  the 
Government-Wide  Financial  Statements  and  the  Fund  Financial  Statements.  These  financial  statements  also 
include  the  Notes  to  the  Financial  Statements  that  explain  some  of  the  information  in  the  financial  statements  and 
provide  more  detail. 

Government-Wide  Financial  Statements 

The  government-wide  financial  statements  provide  a  broad  view  of  the  City's  operations  in  a  manner  similar  to  a 
private-sector  business.  The  statements  provide  both  short-term  and  long-term  information  about  the  City's 
financial  position,  which  assists  in  assessing  the  City's  economic  condition  at  the  end  of  the  fiscal  year.  These  are 
prepared  using  the  flow  of  economic  resources  measurement  focus  and  the  accrual  basis  of  accounting.  This 
basically  means  they  follow  methods  that  are  similar  to  those  used  by  most  businesses.  They  take  into  account  all 
revenues  and  expenses  connected  with  the  fiscal  year  even  if  cash  involved  has  not  been  received  or  paid.  The 
government-wide  financial  statements  include  two  statements: 

The  statement  of  net  assets  presents  all  of  the  government's  assets  and  liabilities,  with  the  difference  between  the 
two  reported  as  "net  assets".  Over  time,  increases  or  decreases  in  the  City's  net  assets  may  serve  as  a  useful 
indicator  of  whether  the  financial  position  of  the  City  is  improving  or  deteriorating. 

The  statement  of  activities  presents  information  showing  how  the  government's  net  assets  changed  during  the 
most  recent  fiscal  year.  All  changes  in  net  assets  are  reported  as  soon  as  the  underlying  event  giving  rise  to  the 
change  occurs,  regardless  of  the  timing  of  related  cash  flows.  Thus,  revenues  and  expenses  are  reported  in  this 
statement  for  some  items  that  will  not  result  in  cash  flows  until  future  fiscal  periods  (such  as  uncollected  taxes 
and  earned  but  unused  vacation  leave).  This  statement  also  presents  a  comparison  between  direct  expenses  and 
program  revenues  for  each  function  of  the  City. 
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Both  of  the  above  financial  statements  have  separate  sections  for  the  three  different  types  of  city  programs  or 
activities.  These  three  types  of  activities  are: 

Governmental  Activities  -  The  activities  in  this  section  are  mostly  supported  by  taxes  and  intergovernmental 
revenues  (federal  and  state  grants).  Most  services  normally  associated  with  city  government  fall  into  this 
category,  including  general  government,  human  services,  public  safety,  public  works,  property  and  development, 
parks  and  recreation,  library,  schools,  county,  public  health  programs,  judgment  and  claims,  retirement  costs, 
state  and  district  assessments,  debt  service,  and  other  employee  benefits. 

Business-Type  Activities  -  These  functions  normally  are  intended  to  recover  all  or  a  significant  portion  of  their 
costs  through  user  fees  and  charges  to  external  users  of  goods  and  services.  These  business-type  activities  of  the 
City  include  the  operations  of  the  City  of  Boston  Convention  Center  Bond  Fund  and  the  Hospital  Bond  Fund. 

Discretely  Presented  Component  Units  -  These  are  operations  for  which  the  City  has  financial  accountability  but 
they  have  certain  independent  qualities  as  well.  For  the  most  part,  these  entities  operate  similar  to  private-sector 
businesses  and  the  business-type  activities  described  above. 

The  City's  four  discretely  presented  major  component  units  are: 

Boston  Public  Health  Commission 
Boston  Redevelopment  Authority 
Economic  Development  Industrial  Corporation 
Trustees  of  the  Boston  Public  Library 

Complete  financial  statements  of  the  individual  component  units  can  be  obtained  from  their  respective 
administrative  offices.  Additional  information  about  the  City's  component  units  are  presented  in  the  notes  to  the 
financial  statements. 

The  government-wide  financial  statements  can  be  found  immediately  following  this  discussion  and  analysis. 

Fund  Financial  Statements 

A  fund  is  a  grouping  of  related  accounts  that  is  used  to  maintain  control  over  resources  that  have  been  segregated 
for  specific  activities  or  objectives.  The  City,  like  other  local  governments,  uses  fund  accounting  to  ensure  and 
demonstrate  compliance  with  finance-related  legal  requirements. 

The  fluid  financial  statements  focus  on  individual  parts  of  the  city  government,  reporting  the  City's  operations  in 
more  detail  than  the  government-wide  statements.  All  of  the  funds  of  the  City  can  be  divided  into  three 
categories.  It  is  important  to  note  that  these  fund  categories  use  different  accounting  approaches  and  should  be 
interpreted  differently.  The  three  categories  of  funds  are: 

1. Governmental  Fund  Financial  Statements  -  Most  of  the  basic  services  provided  by  the  City  are  financed 
through  governmental  funds.  Governmental  funds  are  used  to  account  for  essentially  the  same  functions  reported 
as  governmental  activities  in  the  government-wide  financial  statements.  However,  unlike  the  government-wide 
financial  statements,  the  governmental  fund  financial  statements  focus  on  near-term  infiows  and  outfiows  of 
spendable  resources.  They  also  focus  on  the  balances  of  spendable  resources  available  at  the  end  of  the  fiscal 
year.  Such  information  may  be  useful  in  evaluating  the  government's  near-term  financing  requirements.  This 
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approach  is  known  as  using  the  flow  of  current  financial  resources  measurement  focus  and  the  modified  accrual 
basis  of  accounting.  Under  this  approach,  revenues  are  recorded  when  cash  is  received  or  when  susceptible  to 
accrual.  Expenditures  are  recorded  when  liabilities  are  incurred  and  due.  These  statements  provide  a  detailed 
short-term  view  of  the  City's  finances  that  assists  in  determining  whether  there  will  be  adequate  financial 
resources  available  to  meet  the  current  needs  of  the  City. 

Because  the  focus  of  governmental  funds  is  narrower  than  that  of  the  government-wide  financial  statements,  it  is 
useful  to  compare  the  information  presented  for  governmental  funds  with  similar  information  presented  for 
governmental  activities  in  the  government-wide  financial  statements.  By  doing  so,  readers  may  better  understand 
the  long-term  impact  of  the  government's  near-term  financing  decisions.  Both  the  governmental  fund  balance 
sheet  and  the  governmental  fund  statement  of  revenues,  expenditures,  and  changes  in  fund  balances  provide  a 
reconciliation  to  facilitate  this  comparison  between  governmental  funds  and  the  governmental  activities.  These 
reconciliations  are  presented  on  the  page  immediately  following  each  governmental  fund  financial  statement. 

The  City  has  four  governmental  funds.  Each  fund  is  presented  in  a  separate  column  in  the  governmental  fund 
balance  sheet  and  in  the  governmental  fund  statement  of  revenues,  expenditures,  and  changes  in  fund  balances. 
The  City's  three  major  governmental  funds  are  -  the  General  Fund,  the  Special  Revenue  Fund,  and  the  Capital 
Projects  Fund.  All  non-major  governmental  funds  are  combined  in  the  "Other  Governmental  Funds"  columns  on 
these  statements.  The  governmental  funds  financial  statements  can  be  found  immediately  following  the 
government-wide  statements. 

Of  the  City's  four  governmental  funds,  the  General  Fund  is  the  only  fund  for  which  a  budget  is  legally  adopted. 
The  Budgetary  Statement  or  Statement  of  Revenues  and  Expenditures  -  Budgetary  Basis  is  presented  on 
page  19.  This  Statement  provides  a  comparison  of  the  original  and  final  budget  and  the  actual  expenditures  for 
the  current  and  prior  year. 

In  accordance  with  state  law  and  regulations,  the  City's  legally  adopted  general  fund  budget  is  prepared  on  a 
"budgetary"  basis  instead  of  generally  accepted  accounting  principles  (GAAP).  Among  the  key  differences 
between  these  two  sets  of  accounting  principles  are  that  "budgetary"  records  property  tax  as  it  is  levied,  while 
GAAP  records  it  as  it  becomes  susceptible  to  accrual,  "budgetary"  records  certain  activities  and  transactions  in 
the  general  fund  that  GAAP  records  in  separate  funds,  and  "budgetary"  records  as  an  expenditure  any  amount 
raised  to  cover  for  a  prior  year  deficit,  and  as  a  revenue  any  available  funds  raised  from  prior  year  surpluses, 
while  GAAP  ignores  these  impacts  from  prior  years.  The  difference  in  accounting  principles  inevitably  leads  to 
varying  results  in  excess  or  deficiency  of  revenues  over  expenditures.  Additional  information  and  a  reconciliation 
of  "budgetary"  to  GAAP  statements  is  provided  in  Note  4  of  the  financial  statements. 

2.Propnetar\'  Funds  Financial  Statemertts  -  These  funds  are  used  to  show  activities  that  operate  more  like  those 
of  commercial  enterprises.  Because  these  funds  charge  fees  for  services  provided  to  outside  customers  including 
local  governments,  they  are  known  as  enterprise  funds.  Proprietary  funds  provide  the  same  type  of  information  as 
the  government-wide  financial  statements,  only  in  more  detail.  Like  the  government-wide  financial  statements, 
proprietary  fund  financial  statements  use  the  accrual  basis  of  accounting.  No  reconciliation  is  needed  between  the 
government-wide  financial  statements  for  business-type  activities  and  the  proprietary  fund  financial  statements. 

The  basic  proprietary  funds  financial  statements  can  be  found  immediately  following  the  governmental  fund 
financial  statements. 
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3.  Fiduciary  Funds  Financial  Statements  -  These  funds  are  used  to  account  for  resources  held  for  the  benefit  of 
parties  outside  the  City  government.  Fiduciary  funds  are  not  reflected  in  the  government-wide  financial 
statements  because  the  resources  of  these  funds  are  not  available  to  support  the  City's  own  programs.  The 
accounting  used  for  fiduciary  funds  is  much  like  that  used  for  proprietary  funds.  They  use  the  accrual  basis  of 
accounting. 

The  City's  fiduciary  funds  are  the  Employee  Retirement  Funds  (the  State-Boston  Retirement  System),  which 
accounts  for  the  transactions,  assets,  liabilities,  and  net  assets  of  the  City  employees'  pension  plan,  and  the 
Private  Purpose  Trust  Funds  which  includes  money  held  and  administered  by  the  City  on  behalf  of  third  parties. 

The  fiduciary  funds  financial  statements  can  be  found  immediately  following  the  proprietary  fund  financial 
statements. 

Notes  to  the  Financial  Statements 

The  notes  provide  additional  information  that  is  essential  to  a  full  understanding  of  the  data  provided  in  the 
government-wide  and  the  fund  financial  statements.  The  notes  to  the  financial  statements  can  be  found 
immediately  following  the  fiduciary  funds'  financial  statements. 

Required  Supplementary  Information 

The  basic  financial  statements  are  followed  by  a  section  of  required  supplementary  information,  which  includes  a 
schedule  of  funding  progress  and  a  schedule  of  employer  contributions  for  the  State-Boston  Retirement  System. 

GOVERNMENT-WIDE  FINANCIAL  ANALYSIS 

This  analysis  is  based  on  the  statement  of  net  assets  and  statement  of  activities  found  on  pages  13  and  14  of  the 
financial  statements. 

Government-Wide  Highlights: 

Net  Assets  -  The  total  net  assets  of  the  City  exceeded  its  liabilities  at  fiscal  year  ending  June  30,  2002  by 
$197.2  million  (presented  as  "net  assets").  Of  this  amount,  $22.9  million  was  reported  as  "unrestricted  net 
assets".  Unrestricted  net  assets  represent  the  amount  available  to  be  used  to  meet  the  City's  ongoing  obligations 
to  citizens  and  creditors. 

Changes  in  Net  Assets  -  The  City's  total  net  assets  increased  by  $179.5  million  in  fiscal  year  2002.  Net  assets  of 
governmental  activities  increased  by  $147.1  million,  while  net  assets  of  the  business-type  activities  showed  an 
increase  of  $32.4  million. 

Net  Assets 

The  components  of  net  assets  are  comprised  of  the  following:  the  investment  in  capital  assets  such  as  land, 
buildings,  equipment,  and  infrastructure  (road,  bridges,  and  other  immovable  assets),  less  any  related  debt  used  to 
acquire  that  asset  that  is  still  outstanding  -  the  amount  is  a  deficit  of  $92.7  million  indicating  that  the  amount  of 
capital  debt  outstanding  exceeds  the  net  book  value  of  the  City's  fixed  assets.  The  deficit  in  "Invested  in  capital 
assets,  net  of  related  debt"  results,  in  part  from  the  capitalization  threshold  established  by  the  City  whereby 
capital  assets  of  less  that  $15,000  in  cost  are  not  capitalized  for  financial  statement  purposes,  from  the  refunding 
of  capital  debt  which  results  in  monetary  savings  to  the  City,  but  often  extends  the  life  of  the  debt  beyond  the 
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depreciable  lives  of  the  related  capital  assets  and  from  other  non-capitalized  financing  costs  related  to  the  debt. 
The  City  uses  these  capital  assets  to  provide  services  to  citizens;  consequentially,  these  assets  are  not  available 
for  future  spending.  Although  the  City's  investment  in  its  capital  assets  is  reported  net  of  related  debt,  it  should 
be  noted  that  the  resources  needed  to  repay  this  debt  must  be  provided  from  other  sources,  since  the  capital  assets 
themselves  cannot  be  used  to  liquidate  these  liabilities. 

City  of  Boston's  Net  Assets-Primary  Government 

(expressed  in  thousands) 


Governmental 

Business-type 

activities 

activities 

Total 

Current  assets 

$            905,639 

68,079 

973,718 

Capital  assets 

781,942 

— 

781,942 

Other  assets 

2,102 

1,555 

3,657 

Due  from  others 

19,250 

129,103 

148,353 

Total  assets 

1,708,933 
1,014,892 

198,737 

1,907,670 

Noncurrent  liabilities 

251,150 

1,266,042 

Other  liabilities 

437,311 

7,104 

444,415 

Total  liabilities 

1,452,203 

258,254 

1,710,457 

Invested  in  capital  assets  net  of  related  debt 

(92,711) 

_ 

(92,711) 

Restricted 

266,999 

— 

266,999 

Unrestricted 

82,442 
$             256,730 

(59.517) 
(59,517) 

22,925 

Total  net  assets 

197.213 

At  the  end  of  the  current  fiscal  year,  the  City  is  reporting  a  positive  balance  for  the  government  as  a  whole.  The 
negative  balance  reported  for  Business-Type  activities  is  offset  by  the  positive  balance  reported  for  Government 
Activities.  The  negative  balance  in  Business-Type  Activities  is  a  result  of  special  obligation  and  revenue  bonds 
outstanding  at  year-end.  These  costs  are  intended  to  be  covered  by  user  fees  and  charges  to  external  users  of 
goods  and  services. 

Clianges  in  Net  Assets 

The  City's  governmental  activities  net  assets  increased  by  $147.1  million  from  the  prior  year.  The  City's  two 
largest  sources  of  revenues  were  property  and  excise  taxes  of  $1.08  billion  and  $844.7  million  operating  and 
capital  grants  from  the  federal  and  state  governments.  Approximately  50.4%  of  the  City's  total  revenue  came 
from  taxes,  while  12.3  %  resulted  from  grants  and  contributions  (including  federal  aid).  Charges  for  various 
goods  and  services,  interest  and  other  miscellaneous  revenues  totaled  $237.2  million.  The  City's  expenses  cover 
a  range  of  services.  The  largest  expenses  were  for  schools  ($768.4  million),  public  safety  ($429.2  million), 
property  and  development  ($112.8  million),  county  ($109.3  million),  employee  benefits  ($101.1)  million  and 
retirement  costs  ($82.0  million).  In  2002.  governmental  activities  expenses  exceeded  program  revenues  (i.e..  user 
charges,  operating  grants  and  capital  grants)  by  $1.31  billion.  This  shortfall  was  covered  primarily  through  taxes 
($1.10  billion)  and  non-specific  grants  of  ($272.2  million). 
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Net  revenues  from  business-type  activities  exceeded  expenses  by  $32.4  million  due  primarily  to  the  receipt  of 
grant  funds  exceeding  the  City's  contributions  to  the  State  for  the  construction  of  a  convention  center. 

City  of  Boston  Changes  in  Net  Asset-Primary  Government 

(expressed  in  thousands) 


Governmental 

Business-type 

activities 

activities 

Total 

Expenditures: 

General  Government 

$             (59,084) 

— 

(59,084) 

Human  Services 

(863) 

— 

(863) 

Public  Safety 

(309,260) 

— 

(309,260) 

Public  Works 

(58,962) 

— 

(58,962) 

Property  and  Development 

(37,623) 

— 

(37,623) 

Parks  and  Recreation 

(18,230) 

— 

(18,230) 

Library 

(32,982) 

— 

(32,982) 

Schools 

(423,765) 

— 

(423,765) 

County 

(13,397) 

— 

(13,397) 

Public  Health  Programs 

(64,537) 

— 

(64,537) 

Judgments  and  Claims 

(2,724) 

— 

(2,724) 

Retirement  Costs 

(79,837) 

— 

(79,837) 

Other  Employee  Benefits 

(101,059) 

— 

(101,059) 

State  &  District  Assessments 

(67,769) 

— 

(67,769) 

Interest  on  long-term  debt 

(38,514) 

— 

(38,514) 

Convention  Center 

— 

19,660 

19,660 

Hospital 

— 

(8,232) 
11.428 

(8,232) 

Total  expenditures 

(1,308,606) 

(1,297,178) 

General  Revenues: 

Taxes: 

Property  taxes,  levied  for  general  purposes 

967,762 

— 

967,762 

Excises 

109,503 

5,079 

114,582 

Payment  in  lieu  of  taxes 

36,332 

— 

36,332 

Grants  and  contributions  not  restricted 

272,150 

— 

272,150 

Investment  income 

23,097 

8,594 

31,691 

Miscellaneous 

33,568 

7,303 

40,871 

Special  Item  -  gain  on  sale  of  capital  assets 

13,300 

— 

13,300 

Total  revenues 

1,455,712 
147,106 

20,976 

1,476.688 

Change  in  net  assets 

32,404 

179,510 

Net  assets  -  beginning 

109,624 

(91,921) 

(59,517) 

17,703 

Net  assets  -  ending 

$             256,730 

197.213 
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Revenues  -  Primary  Government 
Fiscal  Year  2002 


Revenues  -  Primary  Government 
Fiscal  Year  2002 


37.3% 


50.4% 


12.3% 


■  Taxes  and 
Excises 

D  Grants  and 
Contributions 

DAN  Other 


Net  Expenses  -  Primary  Government 
Fiscal  Year  2002 


Net  Expenses-  Primary  Government 
Fiscal  Year  2002 


30.2% 


32.4% 


23.6% 


1 D  Schools 

■  Public  Safety 
In  Other  EmpI  Ben 

fa  Retirement  Costs 

D  All  other 
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Business-Type  Activities 

The  business-type  activities  increased  the  City's  change  in  net  assets  by  $32.4  million.  This  resulted  from  a  $19.6 
million  increase  in  grants  for  the  Convention  Center  and  $21.0  million  in  excises,  investment  income  and 
miscellaneous  revenue  offset  by  $8.2  million  interest  expense  for  the  Hospital  revenue  bonds. 

FINANCIAL  ANALYSIS  OF  THE  CITY'S  INDIVIDUAL  FUNDS 

This  analysis  is  based  on  the  Fund  Financial  Statements  on  pages  15  through  25. 

As  noted  earlier,  the  City  uses  fund  accounting  to  ensure  and  demonstrate  compliance  with  finance-related  legal 
requirements. 

Fund  Highlights: 

Governmental  Funds  -  Fund  Balances  -  As  of  the  close  of  fiscal  year  2002,  the  City's  governmental  funds 
reported  a  combined  ending  fund  balance  of  $641.2  million,  an  increase  of  $135.9  million  from  the  prior  year.  Of 
this  total  amount,  $329.2  million  represents  the  "unreserved  and  undesignated  fund  balances"  with  $345.8 
million  of  this  amount  being  in  the  general  fund. 

Governmental  Funds 

General  Fund  -  Fund  Balance  -  The  general  fund  is  the  chief  operating  fund  of  the  City.  The  City's  General 
Fund  -  Fund  Balance  Policy  is  to  maintain  a  GAAP  undesignated  fund  balance  in  the  general  fund  that  is  10%, 
or  higher,  of  GAPP  general  fund  operating  expenditures  for  the  fiscal  year.  The  GAAP  undesignated  fund 
balance  at  the  end  of  fiscal  year  2002  was  $345.8  million,  which  represents  approximately  20%  of  GAAP  general 
fund  operating  expenditures. 

The  focus  of  the  City's  governmental  funds  is  to  provide  information  on  near-term  inflows,  outflows,  and 
balances  of  spendable  resources.  Such  information  is  useful  in  assessing  the  City's  financial  requirements.  In 
particular,  unreserved  fund  balance  may  serve  as  a  useful  measure  of  a  government's  financial  position  at  the  end 
of  the  fiscal  year. 

However,  because  the  City  is  required  to  follow  the  statutory  basis  of  accounting  rather  than  GAAP  for 
determining  the  amount  of  undesignated  fund  balance  that  can  be  appropriated,  it  is  the  statutory  (not  the  GAAP) 
fund  balance  that  is  used  to  calculated  "free  cash".  Free  cash  is  the  amount  of  statutory  fund  balance  in  the 
general  fund,  as  certified  by  the  Commonwealth  of  Massachusetts'  Department  of  Revenue,  that  is  available  for 
appropriation  and  is  generated  when  actual  revenues  on  a  cash  basis  exceeded  budgeted  amounts  and 
encumbrances  are  less  than  appropriations  or  both. 

The  City  of  Boston  has  established  this  policy  to  ensure  that  the  City  maintains  adequate  levels  of  fund  balance 
to  mitigate  current  and  future  risks  (i.e.  revenue  shortfalls  and  unanticipated  expenditures).  The  policy  states  that 
the  City  shall  maintain  a  GAAP  undesignated  fund  balance  in  the  general  fund  that  is  10%  or  higher  than  the 
current  fiscal  year's  GAAP  general  fund  operating  expenditures;  and  that  the  City  shall  only  consider  the 
certification  of  free  cash  (as  defined  by  the  Commonwealth  of  Massachusetts'  Department  of  Revenue)  in  years 
where  the  appropriation  of  free  cash  shall  not  cause  the  fiscal  year's  GAAP  undesignated  fund  balance  to  go 
below  10%  of  the  fiscal  year's  GAAP  general  fund  expenditures;  and  the  City  shall  only  consider  the 
appropriation  of  certified  free  cash  to  offset:  (1)  certain  fixed  costs  such  as  pension  contributions  and  related  post 
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retirement  health  benefits;  and/or  (2)  to  fund  extraordinary  and  non-recurring  events  as  determined  and  certified 
by  the  City  Auditor. 

The  general  fund  budgetary  highlights  include  ending  fiscal  year  2002  with  a  $5.2  million  dollar  surplus.  This 
represents  the  City's  17"'  consecutive  year  with  a  balanced  budget.  Changes  to  the  original  budget  resulted  in  a 
$5.5  million  dollar  increase  in  the  overall  budget.  While  $4.3  million  was  appropriated  to  various  departments 
throughout  the  year  to  cover  the  costs  of  collective  bargaining  agreements,  $1.2  million  was  appropriated  in 
Public  Safety  and  the  Boston  Public  Health  Commission  to  support  the  Youth  Fund  Summer  Jobs  Program  and 
to  provide  additional  homeless  beds  to  accommodate  the  winter  overflow  in  area  shelters. 

These  supplemental  appropriations  were  funded  from  available  sources  revenue.  During  the  year,  revenues 
exceeded  budgetary  estimates,  thus  eliminating  the  need  to  draw  on  existing  fund  balance. 

Special  Revenue  -  Fund  Balance  -  The  special  revenue  fund  accounts  for  the  proceeds  of  specific  revenue 
sources  that  are  legally  restricted  to  expenditures  for  specified  purposes.  The  fiscal  year  2002  special  revenue 
fund  balance  is  reported  at  $120.7  million,  a  $7.5  million  increase  over  fiscal  year  2001. 

Capital  Projects  Fund  -  Fund  Balance  -  The  capital  projects  fund  accounts  for  financial  resources  to  be  used  for 
the  acquisition  or  construction  of  major  capital  facilities,  other  than  those  financed  by  proprietary  funds  and  trust 
funds.  The  fiscal  year  2002  capital  projects  fund  fund  balance  is  $74.7  million.  The  $66.9  million  increase  over 
fiscal  year  2001  is  attributable  to  the  timing  of  borrowing. 

Other  Governmental  Funds  -  Fund  Balance  -  Other  governmental  funds  account  for  assets  held  by  the  City  in  a 
trustee  capacity  or  as  an  agent.  The  fiscal  year  2002  other  governmental  funds  balance  is  $43.8  million. 

Proprietary  Funds 

The  City's  proprietary  funds  provide  the  same  type  of  information  found  in  the  government-wide  financial 
statements,  but  in  more  detail. 

The  City's  proprietary  funds  net  assets  for  fiscal  year  2002  are  a  negative  $59.5  million.  As  stated  in  the 
discussion  on  the  government-wide  financial  statements,  the  negative  balance  in  the  proprietary  funds  is  a  result 
of  the  Convention  Center  special  obligation  bonds  and  Hospital  revenue  bonds  outstanding  at  year-end. 

CAPITAL  ASSET  AND  DEBT  ADMINISTRATION 
Capital  Assets 

The  City's  investment  in  capital  assets  for  its  governmental  activities  as  of  June  30.  2002,  included  $1.73  billion 
of  cost  and  accumulated  depreciation  of  $948.1  million,  leaving  a  net  book  value  of  $781.9  million.  This 
investment  in  capital  assets  includes  land,  buildings,  improvements,  equipment,  infrastructure  and  construction  in 
progress.  Infrastructure  assets  are  items  that  are  normally  immovable  and  have  value  only  to  the  City,  such  as 
roads,  bridges,  and  streets  and  sidewalks,  drainage  systems,  lighting  systems,  and  similar  items. 


See  independent  auditor's  report. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Required  Supplementary  Information 
Management's  Discussion  and  Analysis 


The  total  increase  in  the  City's  investment  in  capital  assets  for  the  current  fiscal  year  was  about  15.8%  in  terms 
of  net  book  value.  However,  actual  expenditures  to  purchase  or  construct  capital  assets  were  $144.7  million  for 
the  year.  Most  of  this  amount  was  used  to  construct  or  reconstruct  roads  and  bridges.  Depreciation  charges  for 
the  year  totaled  $37.8  million.  Additional  information  on  the  City's  capital  assets  can  be  found  in  Note  8  of  the 
notes  to  the  basic  financial  statements. 

Long-term  Debt 

Debt  Administration  -  The  authority  of  the  City  to  incur  debt  is  governed  by  federal  and  state  laws  that  restrict 
the  amounts  and  purposes  for  which  a  municipality  can  incur  debt. 

Outstanding  Debt  -  The  City's  total  governmental  long-term  debt  obligations  increased  by  $106.9  million,  or 
(9.8%)  during  the  current  fiscal  year.  The  key  factor  in  this  increase  was  the  issuance  of  2002  Series  A 
$100.0  million  General  Obligation  Bonds  and  $62.0  million  of  Bond  Anticipation  Notes.  General  obligation 
bonds  are  backed  by  the  full  faith  and  credit  of  the  City,  including  the  City's  power  to  levy  additional  taxes  to 
ensure  repayment  of  the  debt.  Accordingly,  all  general  obligation  debt  currently  outstanding  was  approved  by  a 
vote  of  the  City  Council. 

The  City's  governmental  long-term  bonds  and  notes  increased  by  $83.4  million  during  the  current  fiscal  year, 
due  to  the  issuance  of  the  2002  Series  A  $100.0  million  General  Obligation  Bonds  and  $62.0  million  of  Bond 
Anticipation  Notes  (BAN's).  At  June  30,  2002,  other  governmental  long-term  obligations  totaled  $242.5  million. 

The  long-term  debt  to  be  paid  by  the  business  type  activities  decreased  $45.4  million  due  to  the  issuance  of 
$116.9  million  of  Special  Obligation  Bonds,  the  proceeds  of  which  were  used  to  repay  a  portion  of  outstanding 
BAN  with  a  face  amount  of  $157.8  million. 

Additional  information  on  the  City's  long-term  debt  obligations  can  be  found  in  Note  10  of  the  notes  to  the  basic 
financial  statements. 

REQUESTS  FOR  INFORMATION 

This  financial  report  is  designed  to  provide  a  general  overview  of  the  City  of  Boston's  finances  for  all  of  City  of 
Boston's  citizens,  taxpayers,  customers,  and  investors  and  creditors.  This  financial  report  seeks  to  demonstrate 
the  City's  accountability  for  the  money  it  receives.  Questions  concerning  any  of  the  information  provided  in  this 
report  or  requests  for  additional  information  should  be  addressed  to:  City  of  Boston,  Auditing  Department, 
Boston  City  Hall,  Room  M-4,  Boston,  MA  02201. 


See  independent  auditor's  report. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Net  Assets 
June  30,  2002 
(In  thousands) 


Primary  government 


Governmental 

Business-type 

Component 

Assets 

activities 

activities 

Total 

units 

Cash  and  investments 

$          681,101 

702 

681,803 

134,065 

Cash  and  investments  held  by  trustees 

63,542 

64,777 

128,319 

10,597 

Receivables,  net: 

Property  taxes 

10,980 

— 

10,980 



Intergovernmental 

134,516 

2,600 

137,116 

— 

Other 

15,500 

— 

15,500 

92,436 

Other  assets 

2,102 

1,555 

3,657 

164,633 

Capital  assets: 

Nondepreciable 

415,762 

— 

415,762 

25,006 

Depreciable,  net 

366,180 



366,180 

27,006 

Due  from  other  funds 

— 





7,069 

Due  from  components  units 

19,250 

129,103 

148,353 

— 

Due  from  primary  government 

— 

— 

— 

108 

Total  assets 

1.708,933 

198,737 

1,907,670 

460,920 

Liabilities 

Warrants  and  accounts  payable 
Accrued  liabilities  -  current: 

Compensated  absences 

Judgment  and  claims 

Other 
Current  portion  of  long-term  debt 
Due  to  other  funds 
Due  to  component  unit 
Due  to  primary  government 
Deferred  revenue 
Noncurrent  liabilities: 

Bonds,  notes  and  leases 

Bond  anticipation  note  payable 

Other 

Total  liabilities 

Net  Assets 

Investment  in  capital  assets,  net  of  related  debt 
Restricted  for: 

Capital  projects 

Unspent  bond  proceeds 

Other  purposes 
Unrestricted 

Total  net  assets 


66,171 

54,655 

17,051 

151,201 

121,395 

108 

26,730 

837.593 

25.000 

152,299 


1,452.203 


(92.711) 

74,654 

27.861 

164.484 

82.442 


269 


6,835 


251,150 


258.254 


(39.517) 


66,440 


(92.711) 

74.654 

27,861 

164,484 

22  92"^ 


97,436 


54,655 

— 

17,051 

— 

151.201 

3,021 

128,230 

859 

— 

14,059 

108 

— 

— 

148,353 

26,730 

46,392 

1,088,743 

21,628 

25,000 

— 

152,299 

10.770 

1.710.457 

342,518 

29,339 


56.969 

32.094 


L36.730 


(59,517) 


197.21 


18.402 


See  accompanying  notes  to  basic  financial  statements. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Reconciliation  of  the  Governmental  Funds  Balance  Sheet  to  the  Statement  of  Net  Assets 

June  30,  2002 
(In  thousands) 

Total  fund  balance  -  Governmental  Funds  $  641,247 


Amounts  reported  for  governmental  activities  in  the  statement  of  net 
assets  are  different  because: 

Capital  assets  used  in  governmental  activities  are  not  financial 

resources  and  therefore  are  not  reported  in  the  funds.  These 

assets  consist  of: 

Land  14,466 

Land  improvements  15,507 

Buildings  and  improvements  939,198 

Equipment  117,191 

Infrastructure  242,383 

Construction  in  progress  401,296 

Less:  accumulated  depreciation  (948,099) 

781,942 


Adjust  deferred  revenues  to  record  tax  revenues  on  an  accrual  basis  8,470 

Internal  service  funds  are  included  in  the  government  wide 

statements  7,460 


Bond  issuance  costs  are  capitalized  in  the  government  wide 

statements  496 


Some  liabilities  are  not  due  and  payable  in  the  current  period  and 
therefore  are  not  reported  in  the  funds.  Those  liabilities  consist  of: 

General  obligation  bonds  and  notes  (956,744) 

Capital  leases  I                       (26,036) 

Bond  issue  premium  (1.208) 

Accrued  interest  on  bonds  (12,399) 

Compensated  absences  (149,177) 

Landfill  (14,871) 

Judgments  and  claims  (22.450) 

(1,182.885) 


Net  assets  of  governmental  activities  $ 256.730 

See  accompanying  notes  to  basic  financial  statements. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Revenues,  Expenditures,  and  Changes  in  Fund  Balances  ■ 
Governmental  Funds 


Revenues: 

Real  and  personal  property  taxes 

Excises 

Payments  in  lieu  of  taxes 

Fmes 

Investment  income 

Licenses  and  permits 

Departmental  and  other 

Intergovenunental 

Total  revenues 

Expenditures: 
Current: 

General  government 

Human  services 

Public  safety 

Public  works 

Property  and  development 

Parks  and  recreation 

Library 

Schools 

Public  Health  Programs 

County 

Judgments  and  claims 

Retirement  costs 

Other  employee  benefits 

State  and  district  assessments 
Capital  outlays 
Debt  service 

Total  expenditures 

Excess  (deficiency)  of  revenues 
over  expenditures 

Other  financing  sources  (uses): 

Proceeds  of  long-term  debt  and  capital  leases 
Operating  transfers  in 
Operating  transfers  out 

Total  other  financing  sources  (uses) 

Special  item: 

Proceeds  from  sale  of  capital  assets 

Net  change  in  fund  balances 
Fund  balance  -  beginning,  restated  (note  3) 
Fund  balance  -  ending 


Year  ended  June  30,  2002 

(In 

thousands) 

Other 

Total 

Special 

Capital 

governmental 

governmental 

General 

revenue 

projects 

funds 

funds 

990,848 

990,848 

111,114 

— 

— 

— 

111,114 

36,332 

— 

— 

— 

36,332 

60,601 

44 

— 

— 

60.645 

14,596 

159 

— 

113 

14,868 

33,325 

252 

— 

— 

33,577 

62,200 

10,478 

8.649 

1,616 

82,943 

492,299 

334,961 

13.609 

22,258 

— 

840,869 

1,801,315 

345,894 
7,131 

1,729 

2.171,196 

77,019 

6,284 

90.434 

6,434 

5,290 



— 

11,724 

405,844 

21.888 

— 



427,732 

74,651 

407 

— 

— 

75,058 

48.774 

63,081 

— 

— 

111,855 

16,230 

396 





16,626 

28,695 

5,261 

— 

— 

33,956 

627,653 

130,162 

— 

— 

757,815 

64,537 

— 

— 

— 

64.537 

4,537 

104,754 



— 

109,291 

2,724 

_ 

— 



2.724 

82,034 

— 

— 

— 

82.034 

107,701 

— 

— 

— 

107,701 

67,769 

— 

— 

— 

67.769 

5,177 

— 

139.593 

— 

144.770 

115,366 

3,894 

— 

— 

119,260 

1,735,145 

342.264 

139,593 

6.284 

2,223,286 

66,170 

3.630 

(117,335) 

(4.555) 

(52,090) 



3,839 

170,915 



174,754 

1,778 

— 

— 

— 

1.778 

— 

— 

— 

(1.778) 
(1.778) 

(1.778) 

1,778 

3,839 

170.915 

174.7.54 

13.300 
66.880 

13.300 

67.948 

7.469 

(6.333) 

135.964 

334.161 

113.242 

7.774 

50.106 

505.283 

402.109 

120.711 

74.654 

43.773 

641.247 

See  accompanying  notes  to  basic  financial  statements. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Reconciliation  of  the  Statement  of  Revenues,  Expenditures,  and 
Changes  in  Fund  Balance  of  Governmental  Funds  to  the  Statement  of  Activities 

Year  ended  June  30,  2002 

Net  change  in  fund  balances  -  total  governmental  funds  $ 135,964 

Amounts  reported  for  governmental  activities  in  the  statement  of 
activities  are  different  because: 

Governmental  funds  report  capital  outlays  as  expenditures.  In 
the  statement  of  activities,  the  cost  of  those  assets  is 
depreciated  over  their  estimated  useful  lives.  Capital  outlay 
($144,770)  exceeded  depreciation  expense  ($37,773).  106,997 

Tax  revenues  in  the  statement  of  activities  that  are  not 

reported  as  revenues  in  the  governmental  funds.  (24,697) 

Proceeds  of  long-term  debt  ($174,754)  increase  long-term 
liabilities  in  the  statement  of  net  assets,  but  are  included  in 
the  operating  statement  of  the  governmental  funds. 
Repayment  of  bond  principal  ($93,186)  is  an  expenditure 
in  the  governmental  funds,  but  reduces  long-term  liabilities 
in  the  statement  of  net  assets.  This  is  the  amount  by  which 
proceeds  exceeded  repayments.  (81,568) 

Bond  premiums  ($1,208)  increase  the  long-term  liabilities 
in  the  statement  of  net  assets,  but  are  included  in  the 
operating  statement  of  the  governmental  funds.  Bond 
issuance  costs  ($496)  are  expenditures  in  the  governmental 
funds,  but  are  deferred  assets  in  the  statement  of  net 
assets.  This  is  the  amount  by  which  premiums  exceeded 
issuance  costs.  (712) 

Some  expenses  reported  in  the  statement  of  activities  do  not 
require  the  use  of  current  financial  resources  and  therefore 
are  not  reported  as  expenditures  in  the  governmental  funds. 
This  amount  represents  the  decrease  in  compensated 
absences  ($2,910)  and  landfill  liabilities  ($1,662)  offset  by  an 
increase  in  interest  payable  ($602).  3.970 

Net  income  from  the  internal  service  fund  which  is  presented 

in  the  statement  of  activities,  but  not  in  the  governmental  funds.  7.152 

Change  in  net  assets  of  governmental  activities  $  147,106 

See  accompanying  notes  to  basic  financial  statements. 


CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Revenues  and  Expenditures  -  Budgetary  Basis 
General  Fund  -  Budget  and  Actual 

Year  ended  June  30,  2002 
(with  comparative  actual  amounts  for  2001) 

(In  thousands) 


2002 

Variance 
favorable 

Original 

Final 

2001 

budget 

budget 

Actual 

(unfavorable) 

Actual 

Revenues  and  other  available  funds: 

Real  and  personal  property 

taxes,  net 

$       925,937 

925,937 

926,336 

399 

874,013 

Excises 

105,720 

107,620 

112,304 

4,684 

105,473 

Commonwealth  of  Massachusetts 

550,452 

550,452 

541.456 

(8,996) 

525,169 

Departmental  and  other  revenue 

48,331 

48,331 

62.193 

13,862 

53,100 

Fines 

58,271 

59,010 

60.659 

1,649 

59.769 

Payments  in  lieu  of  taxes 

26,281 

29,087 

36,332 

7,245 

39,994 

Investment  income 

15,550 

15,550 

14,801 

(749) 

26,084 

Licenses  and  permits 

23,815 

23,815 

29,651 

5,836 

37,824 

Other  available  funds 

13.654 

13,654 

4.568 

(9.086) 

8,355 

Total  revenues  and  other 
available  funds 

Expenditures: 

General  government 

Human  services 

Public  safety 

Public  works 

Property  and  development 

Parks  and  recreation 

Library 

Schools 

Boston  Public  Health  Commission 

County 

Judgments  and  claims 

Other  employee  benefits 

Retirement  costs 

State  and  district  assessments 

Debt  requirements 

Total  expenditures 

Excess  of  revenues  and  other 
available  funds  over 
expenditures 


1,768.011 


1.768.01. 


1.773.456 


1.773.456 


1,788,300 


66,532 

66.053 

70.702 

5.939 

6.416 

6,398 

400,827 

402,762 

405,150 

72,198 

74,984 

74,833 

39.202 

40,636 

41.630 

15.852 

16,174 

16.071 

28.702 

28.813 

28,813 

637,446 

639.729 

639,710 

62,913 

64.005 

64,005 

4,537 

4.537 

4.537 

4.100 

4.100 

5,000 

108.202 

106.686 

107.473 

135.710 

135,710 

135,710 

67.511 

67,511 

67.769 

118.340 

115.340 

115.332 

1.783.133 


14.844 


(9.677) 


1,729,781 


(4,649) 

73,696 

18 

5.598 

(2,388) 

381.275 

151 

78,044 

(994) 

53,523 

103 

15,262 

— 

29,981 

19 

611.925 

— 

62.141 

— 

6.030 

(900) 

2.008 

(787) 

95.132 

— 

133.775 

(258) 

66,788 

8 

105.978 

1.721.156 


5.167 


5.167 


8.625 


See  accompanying  notes  to  basic  fmancial  statements. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Net  Assets  -  Proprietary  Funds 
June  30,  2002 
(In  thousands) 


Enterprise  funds 


Assets 

Current  assets: 

Cash  and  investments 

Cash  and  investments  held  by  trustees 

Receivables,  net 

Due  from  component  units 

Due  from  other  funds 

Due  from  other  governments 

Other  assets 

Total  current  assets 

Total  assets 

Liabilities 

Current  liabilities: 

Warrants  and  accounts  payable 

Accrued  liabilities 

Current  portion  of  long-term  debt 

Total  current  liabilities 

Noncurrent  liabilities: 
Special  obligation  bonds 
Revenue  bonds 

Total  noncurrent  liabilities 

Total  liabilities 

Net  Assets 


Unrestricted 


Total  net  assets 


Convention 
center 

Hospital 

revenue 

bonds 

Total 

Internal 
service 

$               702 
39,431 

2,600 
1,555 

25,346 
129,103 

702 

64,777 

129,103 

2,600 
1.555 

12,052 

151 

727 

1,606 

44,288 

154.449 

198.737 

14,536 

44,288 

154.449 

198.737 

14,536 

269 

2,100 

4,735 

269 

6,835 
7.104 

25 
7,051 

2,369 

4,735 
136.360 

7.076 

1 14,790 

114,790 
136.360 

— 

114.790 

136.360 

251.150 

258.254 

— 

117,159 

141.095 

7,076 

(72,871) 

13,354 

(59.517) 
(59,517) 

7.460 

$         (72.871) 

13.354 

7,460 

See  accompanying  notes  to  basic  financial  statements. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Revenues,  Expenses,  and  Changes  in  Net  Assets  -  Proprietary  Funds 

Year  ended  June  30,  2002 
(In  thousands) 


Operating  revenues: 
Contributions 

Excise  taxes  -  pledged  for  debt  service 
Departmental  and  other  -  pledged  for  debt  service 

Total  operating  revenues 

Operating  expenses: 
Contributions  to  State 
Health  benefits 

Total  operating  expenses 

Operating  (loss)  income 

Nonoperating  revenue  (expense): 
Intergovernmental  -  state  grants 
Investment  earnings  -  pledged  for  debt  service 
Investment  earnings  -  other 
Interest  expense 

Total  nonoperating  revenue  (expense) 

Change  in  net  assets 
Total  net  assets  -  beginning 
Total  net  assets  -  ending 


Enterprise  funds 

Convention 
center 

Hospital 

revenue 

bonds 

Total 

Internal 
service 

5,079 
6,270 

1,033 

5,079 
7,303 

71,409 
510 

11,349 

1,033 

12,382 

71,919 

19,035 


19,035 


64,767 


19,035 



19,035 
(6,653) 

38,695 

8,579 

15 

(8,232) 

39,057 

64,767 

(7,686) 

1,033 

7,152 

38,695 
15 

8,579 

(8,232) 
347 

— 

38,710 

— 

31.024 

1,380 
11,974 

32,404 

7,152 

(103.895) 

(91,921) 

(59,517) 

308 

(72.871) 

13.354 

7.460 

See  accompanying  notes  to  basic  financial  statements. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Cash  Flows  -  Proprietary  Fund  Type 

Year  ended  June  30,  2002 

(In  thousands) 


Cash  flows  from  operations: 
Cash  received  from  customers 
Other  cash  received 
Cash  paid  to  vendors 
Cash  paid  to  state 

Net  cash  (provided)  used  in 
operations 

Cash  flows  from  noncapital  financing  activities; 
Grants  received  from  state 

Net  cash  provided  by  noncapital 
financing  activities 

Cash  flows  from  capital  and  related  financing 
activities: 

Interest  paid  on  debt 
Proceeds  of  long-term  debt 
Repayment  of  long-term  debt 

Net  cash  used  by  capital  and 
related  financing  activities 

Cash  flows  from  investing  activities: 
Investment  income 

Net  cash  provided  by 
investing  activities 

(Decrease)  increase  in  cash  and 
cash  equivalents 

Cash  and  cash  equivalents,  beginning  of  year 

Cash  and  cash  equivalents,  end  of  year 


Enterprise  fund 

Convention 
center 

Hospital 

revenue 

bonds 

Total 

Internal 
service 

7,463 
(19,035) 

5,024 

12,487 
(19,035) 

(6,548) 

38,695 

38,695 

(8,232) 
116,890 
(162,285) 

(53,627) 

8,594 

71,307 
510 
(67,479) 

(11,572) 

5,024 

4,338 

38.695 

38,695 

116,890 
(157,800) 

(8,232) 
(4,485) 

(12.717) 

8.579 

— 

(40,910) 

15 

15 

8.579 

886 

24.460 

8,594 

(12,886) 

78.365 

(13,772) 
53,905 

4,338 
7,714 

40.133 

25.346 

65,479 

12.052 

9-7 


(Continued) 


CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Cash  Flows  -  Proprietary  Fund  Type  (Continued) 

Year  ended  June  30,  2002 

(In  thousands) 

Enterprise  fund 


Hospital 
Convention  revenue  Internal 

center  bonds  Total  service 


Reconcihation  of  operating  income  to  cash 
provided  by  operating  activities: 

Operating  income  (loss)  $  (7,686)  1,033  (6,653)  7,152 

Reconciliation  of  operating  income  (loss) 
to  net  cash  provided  (used)  by 
operating  activities: 

Changes  in  operating  assets  and  liabilities: 
Accounts  receivable 
Intergovernmental  receivables 
Other  assets 

Due  (to)  from  other  funds 
Accounts  payable 
Other  accrued  liabilities 

Net  cash  (used)  provided  by 
operating  activities 

See  accompanying  notes  to  basic  financial  statements. 


— 

— 

— 

(102) 

(2,600) 

— 

(2,600) 

170 

(1,555) 

— 

(1,555) 

— 

— 

3,991 

3,991 

64 

269 

— 

269 

3 

— 

— 

— 

(2,949) 

(11,572) 

5,024 

(6.548) 

4.338 

CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Fiduciary  Net  Assets  -  Fiduciary  Funds 
June  30,  2002 
(In  thousands) 


Assets 

Cash  and  cash  equivalents 

Receivables: 

Interest  and  dividends 
Other 

Total  receivables 

Due  from  primary  government 

Investments,  at  fair  value: 
Money  market 
MMDT 

Short-term  investments 
Domestic  equity  securities 
Domestic  debt  securities 
International  equity 
International  debt 
Real  estate 
Venture  capital  funds 


Other  assets 


Total  investments 

Total  assets 

Liabilities 

Accounts  payable 
Refunds  payable  and  other 

Total  liabilities 

Net  Assets 

Held  in  trust  for  pension  benefits  and 
other  purposes 


Employee 

retirement 

plans 

Private 

purpose 

trusts 

Agency 
funds 

444 

71,394 

2,245 
2,245 

4,160 

6,800 
64,886 

— 

71,686 

— 

64,871 



1,104,405 
20,872 
110,797 
800,553 
294,337 
342,950 
144,352 
250,187 
53,168 

— 

— 

3,121,621 

— 

— 



30 

— 

3.258,622 

73.669 

4.160 

10,121 

267,554 

714 

4.160 

277,675 

714 

4.160 

2.980,947 

72.955 

See  accompanying  notes  to  basic  financial  statements. 
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CITY  OF  BOSTON,  MASSACHUSETTS 

Statement  of  Changes  in  Fiduciary  Net  Assets  - 
Fiduciary  Funds 

Year  ended  June  30,  2002 

(In  thousands) 


Additions: 

Contributions: 
Employers 
Employees 
Donations 

Total  contributions 

Investment  earnings: 

Net  depreciation  in  the  fair  value  of  investments 
Interest  and  dividends 

Less  investment  expenses 

Net  investment  (losses)  earnings 

Intergovernmental 

Total  additions 

Deductions: 
Benefits 

Reimbursement  to  other  systems 
Refunds  of  contributions 
Borrower  rebates  and  fees 
Administrative  expenses 

Total  deductions 

Change  in  net  assets 
Net  assets,  beginning  of  year 
Net  assets,  end  of  year 


Employee 

retirement 

plans 

Private 

purpose 

trusts 

150,061 
89,844 

13,725 

239,905 

(252,989) 
70,852 

(8,120) 

13,725 

(1,864) 
4,239 

(190,257) 

24.127 

2,375 

73.775 

16.100 

240,676 

7.299 

12,936 

8,445 

2,135 

15,241 

271,491 

15.241 

(197,716) 
3,178,663 

859 

72.096 

2.980.947 

72.955 

See  accompanying  notes  to  basic  financial  statements. 


25 


CITY  OF  BOSTON,  MASSACHUSETTS 

Notes  to  Financial  Statements 
June  30,  2002 


(1)      The  Financial  Reporting  Entity 

The  accounting  policies  followed  in  preparing  the  accompanying  basic  financial  statements  are  as  follows: 

(a)  Primary  Government 

The  City  of  Boston  (the  City),  incorporated  as  a  town  in  1630  and  as  a  city  in  1822,  now  exists  under 
Chapter  486  of  the  Act  of  1909  and  Chapter  452  of  the  Acts  of  1948  of  the  Commonwealth  of 
Massachusetts  (the  Commonwealth)  which,  as  amended,  constitute  the  City's  Charter.  The  Mayor  is 
elected  to  a  four-year  term  and  serves  as  chief  executive  officer  of  the  City.  The  Mayor  has  general 
supervision  of  and  control  over  the  City's  boards,  commissions,  officers  and  departments  including 
all  operations  of  Suffolk  County,  except  county  courts.  The  legislative  body  of  the  City  is  the  City 
Council,  which  consists  of  thirteen  elected  members  serving  two-year  terms.  The  Mayor  and  City 
Council  serve  as  the  County  Commissioners  of  Suffolk  County. 

The  accompanying  basic  financial  statements  present  the  City  of  Boston  which  includes  Suffolk 
County  and  its  component  units.  The  component  units  discussed  below  are  included  in  the  City's 
reporting  entity  because  of  the  significance  of  their  operational  or  financial  relationships  with  the 
City. 

(b)  Blended  Component  Unit  Disclosure 

The  following  component  unit  has  been  presented  as  a  blended  component  unit  (included  in  the 
primary  government)  because  the  component  unit  provides  services  almost  exclusively  to  the 
primary  government: 

State-Boston  Retirement  System  (SBRS)  -  The  SBRS  is  a  defined  benefit  contributory 
retirement  system  created  under  state  statute.  It  is  administered  by  a  Retirement  Board 
comprised  of  five  members:  the  City  Auditor,  who  serves  ex  officio;  two  individuals  elected 
by  participants  in  the  system;  a  fourth  member  appointed  by  the  Mayor  and  a  fifth  member 
chosen  by  the  other  members.  The  SBRS  provides  pension  benefits  to  retired  City  employees. 

A  complete  set  of  financial  statements  for  SBRS  for  the  fiscal  year  ended  December  31,  2001  can  be 
obtained  through  the  City  Auditor's  office.  Room  M-4,  City  Hall  Plaza,  Boston,  Massachusetts 
02201. 

(c)  Discretely  Presented  Component  Units  Disclosure 

These  component  units  are  reported  in  a  separate  column  to  emphasize  that  they  are  legally  separate 
from  the  City  but  are  included  because  the  City  is  financially  accountable  for  and  is  able  to  impose 
its  will  on  the  organizations.  Unless  otherwise  indicated,  the  notes  to  the  basic  financial  statements 
pertain  only  to  the  primary  government  because  certain  disclosures  of  the  component  units  are  not 
significant  relative  to  the  total  component  units  and  to  the  primary  government.  A  description  of  the 
component  units,  criteria  for  inclusion  and  their  relationship  with  the  City  are  as  follows: 

Boston  Redevelopment  Authority  (BRA)  -  The  BRA  is  a  public  body  politic  and  corporate 
constituting  the  City's  redevelopment  authority  and  exercising  the  powers  of  a  planning  board 
for  the  City.  The  BRA  is  governed  by  a  five-member  board,  four  of  whom  are  appointed  by 

( 

26  (Continued) 


CITY  OF  BOSTON,  MASSACHUSETTS 

Notes  to  Financial  Statements 
June  30,  2002 


the  Mayor.  Its  purpose  is  to  provide  planning  support  for  major  construction  and 
redevelopment  activity  in  the  City. 

Economic  Development  and  Industrial  Corporation  of  Boston  (EDIC)  -  The  EDIC  is  a 
body  politic  and  corporate  and  an  instrumentality  of  the  Commonwealth.  It  is  governed  by  the 
same  persons  appointed  as  members  of  the  BRA  board.  The  EDIC  has  various  powers  to  assist 
industrial  development  projects  in  the  City  and  together  with  the  BRA  assists  the  City  with  its 
economic  development  function. 

Boston  Public  Health  Commission  (PHC)  -  The  PHC  is  a  body  politic  and  corporate  and 
public  instrumentality  of  the  Commonwealth,  established  by  Chapter  147  of  the  Acts  of  1995. 
PHC  is  governed  by  a  seven-member  board,  six  of  whom  are  appointed  by  the  Mayor  and 
confirmed  by  the  City  Council,  and  one  of  whom  is  the  chief  executive  officer  of  the  Boston 
Medical  Center  (BMC).  The  PHC  is  responsible  for  the  implementation  of  public  health 
programs  in  the  City. 

Trustees  of  the  Public  Library  of  the  City  of  Boston  (TPL)  -  The  TPL  is  a  nonprofit 
organization  qualified  as  a  tax-exempt  entity  under  Section  501(c)(3)  of  the  Internal  Revenue 
Code.  Trustees  of  TPL  are  appointed  by  the  Mayor.  The  TPL  was  established  to  benefit  the 
public  library  system  of  the  City. 

The  financial  statements  of  the  discretely  presented  component  units  are  included  for  their  respective 
fiscal  year-ends,  which  is  on  June  30,  2002. 

Complete  financial  statements  of  these  discretely  presented  component  units  can  be  obtained  through 
the  City  Auditor's  office.  Room  M-4,  City  Hall  Plaza,  Boston,  Massachusetts,  02201.  In  addition, 
condensed  financial  statements  for  the  discretely  presented  component  units  are  included  in  note  17. 

(d)      Related  Organizations 

The  Mayor  is  also  responsible  for  appointing  members  of  the  governing  bodies  of  the  Boston 
Housing  Authority,  Boston  Industrial  Development  Finance  Authority  and  Boston  Water  and  Sewer 
Commission;  however,  the  City's  accountability  for  these  organizations  does  not  extend  beyond 
making  these  appointments. 

(2)      Summary  of  Significant  Accounting  Policies 

The  accounting  policies  of  the  City  of  Boston.  Massachusetts,  conform  to  accounting  principles  generally 
accepted  in  the  United  States  of  America  as  applicable  to  governmental  units  as  prescribed  by  the 
Governmental  Accounting  Standards  Board  (GASB).  In  June  1999.  the  GASB  issued  Statement  34.  Basic- 
Financial  Statements  —  and  Management's  Discussion  and  Analysis  -for  State  and  Local  Governments. 
which  established  new  financial  reporting  requirements  for  state  and  local  governments  throughout  the 
United  States.  The  statement  requires  new  information  and  restructures  much  of  the  information  that  the 
City  has  presented  in  the  past.  Comparability  with  reports  issued  in  prior  years  is  affected.  Other  GASB 
Statements  are  required  to  be  implemented  in  conjunction  with  GASB  Statement  34.  Therefore,  the  City 
has  implemented  the  following  GASB  Statements  in  the  current  fiscal  year:  Statement  36  -  Recipient 
Reporting  for  Certain  Shared  Nonexchcmge  Revenues.  Statement  37  -  Basic  Financial  Statements  -  and 
Management's  Discussion  and  Analysis  -for  State  and  Local  Governments:  Omnibus,  and  Statement  38  - 

27  (Continued) 


CITY  OF  BOSTON,  MASSACHUSETTS 

Notes  to  Financial  Statements 
June  30,  2002 


Certain  Financial  Statement  Note  Disclosures.  The  following  is  a  summary  of  the  more  significant  policies 
followed  by  the  City: 

(a)  Government-  Wide  and  Fund  Financial  Statements 

The  government-wide  financial  statements  (i.e.,  the  statement  of  net  assets  and  the  statement  of 
changes  in  net  assets)  report  information  on  all  of  the  nonfiduciary  activities  of  the  primary 
government  and  its  component  units.  For  the  most  part,  the  effect  of  interfund  activity  has  been 
removed  from  these  statements.  Governmental  activities,  which  normally  are  supported  by  taxes  and 
intergovernmental  revenues,  are  reported  separately  from  business-type  activities,  which  rely  to  a 
significant  extent  on  fees  and  charges  for  support.  Likewise,  the  primary  government  is  reported 
separately  from  certain  legally  separate  component  units  for  which  the  primary  government  is 
financially  accountable. 

The  statement  of  activities  demonstrates  the  degree  to  which  the  direct  expenses  of  a  given  function 
or  segment  are  offset  by  program  revenues.  Direct  expenses  are  those  that  are  clearly  identifiable 
with  a  specific  function  or  segment.  Program  revenues  include  1)  charges  to  customers  or  applicants 
who  purchase,  use,  or  directly  benefit  from  goods,  services,  or  privileges  provided  by  a  given 
function  or  segment  and  2)  grants  and  contributions  that  are  restricted  to  meeting  the  operational  or 
capital  requirements  of  a  particular  function  or  segment.  Taxes  and  other  items  not  properly  included 
among  program  revenues  are  reported  instead  as  general  revenues. 

Separate  financial  statements  are  provided  for  governmental  funds,  proprietary  funds,  and  fiduciary 
funds,  even  though  the  latter  are  excluded  from  the  government-wide  financial  statements.  Major 
individual  governmental  funds  and  major  individual  enterprise  funds  are  reported  as  separate 
columns  in  the  fund  financial  statements. 

(b)  Measurement  Focus,  Basis  of  Accounting,  and  Financial  Statement  Presentation 
Government-Wide  Financial  Statements 

The  government-wide  financial  statements  are  reported  using  the  economic  resources  measurement 
focus  and  the  accrual  basis  of  accounting,  as  are  the  proprietary  fund  and  fiduciary  fund  financial 
statements.  Revenues  are  recorded  when  earned  and  expenses  are  recorded  when  a  liability  is 
incurred,  regardless  of  the  timing  of  related  cash  flows.  Property  taxes  are  recognized  as  revenues  in 
the  year  for  which  they  are  levied.  Grants  and  similar  items  are  recognized  as  revenue  as  soon  as  all 
eligibility  requirements  imposed  by  the  provider  have  been  met. 

Amounts  reported  as  program  revenues  include  1)  charges  to  customers  or  applicants  for  goods, 
services,  or  privileges  provided,  2)  operating  grants  and  contributions,  and  3)  capital  grants  and 
contributions,  including  special  assessments.  Internally  dedicated  resources  are  reported  as  general 
revenues  rather  than  as  program  revenues.  Likewise,  general  revenues  include  all  taxes. 

Governmental  Fund  Financial  Statements 

Governmental  fund  financial  statements  are  reported  using  the  current  financial  resources 
measurements  focus  and  the  modified  accrual  basis  of  accounting.  Revenues  are  recognized  as  soon 
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as  they  are  "susceptible  to  accrual"  (i.e.,  both  measurable  and  available.)  Revenues  not  considered  to 
be  available  are  recorded  as  deferred  revenue. 

The  City  applies  the  susceptible  to  accrual  criteria  to  property  taxes  and  intergovernmental  revenues. 
In  applying  the  susceptible  to  accrual  concept  to  intergovernmental  revenues,  there  are  essentially 
two  types  of  revenues.  In  one,  resources  must  be  expended  on  the  specific  purpose  or  project  before 
any  amounts  will  be  reimbursed  to  the  City;  therefore,  revenues  are  recognized  based  upon  the 
amount  of  expenditures  incurred.  In  the  other,  resources  are  virtually  unrestricted  and  are  usually 
revocable  by  the  grantor  only  for  failure  to  comply  with  prescribed  compliance  requirements.  These 
resources  are  reflected  as  revenues  at  the  time  of  receipt  or  earlier  if  the  susceptible  to  accrual  criteria 
are  met.  Property  taxes  are  recognized  as  revenue  in  the  year  for  which  taxes  have  been  levied, 
provided  they  are  collected  within  60  days  after  year-end. 

Expenditures  generally  are  recorded  when  a  liability  is  incurred.  However,  debt  service  expenditures, 
as  well  as  expenditures  related  to  compensated  absences  and  judgments  and  claims,  are  recorded 
only  when  payment  is  mature  and  due. 

Proprietary  Fund,  Fiduciary  Fund,  and  Component  Unit  Financial  Statements 

Private-sector  standards  of  accounting  and  financial  reporting  issued  prior  to  December  1,  1989 
generally  are  followed  in  both  the  government-wide  and  proprietary  fund  financial  statements  to  the 
extent  that  those  standards  do  not  conflict  with  or  contradict  guidance  of  the  Governmental 
Accounting  Standards  Board.  Governments  also  have  the  option  of  following  subsequent  private- 
sector  guidance  for  their  business-type  activities  and  enterprise  funds,  subject  to  this  same  limitation. 
The  City  has  elected  not  to  follow  subsequent  private-sector  guidance. 

Proprietary  funds  distinguish  operating  revenues  and  expenses  from  nonoperating  items.  Operating 
revenues  and  expenses  generally  result  from  the  collection  of  revenue  pledged  to  repay  debt. 
The  principal  operating  revenues  of  the  City's  enterprise  funds  are  lease  receipts  and  excise  taxes. 
The  principal  operating  revenues  of  the  City's  internal  service  funds  are  charges  to  other  funds  for 
health  insurance.  Operating  expenses  for  enterprise  funds  and  internal  service  funds  include  the 
interest,  administrative  expenses,  and  vendor  payments.  All  revenues  and  expenses  not  meeting  this 
definition  are  reported  as  nonoperating  revenues  and  expenses. 

Governmental  funds  -  The  City  reports  the  following  major  governmental  funds: 

The  general  fund  is  the  City's  primary  operating  fund.  It  accounts  for  all  financial  resources  of 
the  general  government,  except  those  required  to  be  accounted  for  in  another  fund. 

The  special  revenue  fund  accounts  for  the  proceeds  of  specific  revenue  sources  that  are  legally 
restricted  to  expenditures  for  specified  purposes. 

The  capital  activities  fund  accounts  for  financial  resources  to  be  used  for  the  acquisition  or 
construction  of  major  capital  facilities. 
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Proprietary  funds  -  The  City  reports  the  following  major  proprietary  funds: 

The  Convention  Center  fund  accounts  for  the  City  activities  related  to  the  financing  for  the 
construction  of  a  new  state-owned  convention  center. 

The  Hospital  Revenue  Bond  Fund  accounts  for  the  activities  related  to  the  Boston  City 
Hospital  Bonds. 

Fiduciary  funds  -  Additionally,  the  City  reports  the  following  fiduciary  fund  types: 

The  private-purpose  trust  fund  is  used  to  account  for  resources  legally  held  in  trust  for  the 
benefit  of  individuals,  private  organizations,  or  other  governments. 

The  pension  trust  fund  accounts  principally  for  the  activities  of  the  State-Boston  Employees 
Retirement  System,  a  blended  component  unit,  which  accumulates  resources  for  pension 
benefit  payments  to  retired  City  employees. 

The  agency  funds  are  used  to  report  funds  held  by  the  City  is  a  purely  custodial  capacity. 

The  City  also  uses  an  internal  service  fund  to  account  for  its  self-insured  health  costs.  Although  the 
fund  is  presented  in  a  separate  column  in  the  accompanying  financial  statements,  it  is  not  considered 
a  major  fund. 

As  a  general  rule,  the  effect  of  interfund  activity  has  been  eliminated  from  the  government-wide 
financial  statements. 

When  both  restricted  and  unrestricted  resources  are  available  for  use,  it  is  the  City's  policy  to  use 
restricted  resources  first,  then  unrestricted  resources  as  they  are  needed. 

(c)  Cash  Equivalents 

For  purposes  of  the  combined  statement  of  cash  fiows,  investments  with  original  maturities  of  three 
months  or  less  when  purchased  are  considered  to  be  cash  equivalents. 

(d)  Basis  of  Investment  Valuation 

Investments  are  presented  in  the  accompanying  basic  financial  statements  at  fair  value.  Where 
applicable,  fair  values  are  based  on  quotations  from  national  securities  exchanges,  except  for  certain 
investments  of  the  State-Boston  Retirement  System  which  are  described  in  notes  5  and  1 1.  Further, 
income  from  investments  is  recognized  in  the  same  fund  as  the  related  investments. 

(e)  Interfund  Receivables  and  Payables 

Activity  between  funds  that  are  representative  of  lending/borrowing  arrangements  outstanding  at  the 
end  of  the  fiscal  year  are  referred  to  as  either  "due  to/from  other  funds"  (i.e.,  the  current  portion  of 
interfund  loans)  or  "advances  to/from  other  funds"  (i.e..  the  noncurrent  portion  of  interfund  loans). 
All  other  outstanding  balances  between  funds  are  reported  as  "due  to/from  other  funds."  Any 
residua!  balances  outstanding  between  the  governmental  activities  and  business-type  activities  are 
reported  in  the  government-wide  financial  statements  as  "internal  balances." 
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Advances  between  funds,  as  reported  in  the  fund  financial  statements,  are  offset  by  a  fund  balance 
reserve  account  in  applicable  governmental  funds  to  indicate  that  they  are  not  available  for 
appropriation  and  are  not  expendable  available  financial  resources. 

(f)  Uncollectible  Tax  and  Other  Receivables 

All  receivables  are  shown  net  of  an  allowance  for  uncollectibles.  Amounts  considered  to  be 
uncollectible  are  based  on  the  type  and  age  of  the  related  receivable. 

(g)  Capital  Assets 

Capital  assets,  which  include  property,  plant,  equipment  and  infrastructure  assets  (e.g.,  roads, 
bridges,  sidewalks  and  similar  items),  are  reported  in  the  applicable  governmental  or  business-type 
activities  columns  in  the  government-wide  financial  statements.  Capital  assets  are  defined  by  the 
government  as  assets  with  an  initial,  individual  cost  of  more  than  $25,000  and  an  estimated  useful 
life  in  excess  of  two  years.  Such  assets  are  recorded  at  historical  cost  or  estimated  historical  cost  if 
purchased  or  constructed.  Donated  capital  assets  are  recorded  at  estimated  fair  market  value  at  the 
date  of  donation. 

The  costs  of  normal  maintenance  and  repairs  that  do  not  add  to  the  value  of  the  asset  or  materially 
extend  assets'  lives  are  not  capitalized. 

Property,  plant  and  equipment  of  the  primary  government,  as  well  as  the  component  units,  is 
depreciated  using  the  straight-line  method  over  the  following  estimated  useful  lives: 

Assets  Years 


Buildings  30 

Building  improvements  20 

Public  domain  infrastructure  30 

System  infrastructure  30 

Vehicles  3 

Office  equipment  3 

Computer  equipment  3 

(h)      Compensated  Absences 

Employees  are  granted  sick  and  vacation  leave  in  varying  amounts.  Upon  retirement,  termination  or 
death,  certain  employees  are  compensated  for  unused  sick  and  vacation  leave  (subject  to  certain 
limitations)  at  their  then  current  rates  of  pay.  The  portion  of  the  liability  related  to  unused  sick  and 
vacation  time  that  has  matured  or  is  due  as  of  June  30.  2002  is  recorded  in  the  governmental  fund 
financial  statements.  The  portion  expected  to  be  paid  within  one  year  is  recorded  in  the  government- 
wide  financial  statements.  The  total  amount  to  be  paid  in  future  years  is  presented  in  the  government- 
wide  statement  of  net  assets.  The  liability  for  vacation  leave  is  based  on  the  amount  earned  but  not 
used;  for  sick  leave,  it  is  based  on  the  amount  accumulated  at  the  balance  sheet  date  (vesting 
method).  The  liability  for  both  amounts  is  calculated  based  on  the  pay  or  salary  rates  in  effect  at  the 
balance  sheet  date. 
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(i)       Long-Term  Obligations  and  Related  Costs 

Premiums,  discounts  and  issue  costs  -  In  the  govemment-wide  financial  statements,  and 
proprietary  fund  types  in  the  fund  financial  statements,  long-term  debt  and  other  long-term 
obligations  are  reported  as  liabilities  in  the  applicable  governmental  activities,  business-type 
activities,  or  proprietary  fund  type  statement  of  net  assets.  Bond  premiums  and  discounts,  as  well  as 
issuance  costs,  are  deferred  and  amortized  over  the  life  of  the  bonds  using  the  effective  interest 
method.  Bonds  payable  are  reported  net  of  the  applicable  bond  premium  or  discount.  Bond  issuance 
costs  are  reported  as  deferred  charges  and  amortized  over  the  term  of  the  related  debt. 

In  the  fund  financial  statements,  governmental  fund  types  recognize  bond  premiums  and  discounts, 
as  well  as  bond  issuance  costs,  during  the  current  period.  The  face  amount  of  debt  issued  is  reported 
as  other  financing  sources.  Premiums  received  on  debt  issuances  are  reported  as  other  financing 
sources  while  discounts  on  debt  issuances  are  reported  as  other  financing  uses.  Issuance  costs, 
whether  or  not  withheld  from  the  actual  debt  proceeds  received,  are  reported  as  debt  service 
expenditures. 

Arbitrage  Rebate  -  Rebatable  arbitrage  earnings  are  calculated  for  the  City  by  third  parties  and 
accounted  for  as  a  liability  and  a  reduction  of  investment  income  in  the  general  fund.  At  June  30, 
2002,  an  accumulated  arbitrage  rebate  liability  of  $1.9  million  was  recorded  in  the  general  fund. 

(j)       Fund  Equity 

In  the  fund  financial  statements,  governmental  funds  report  reservations  of  fund  balance  for  amounts 
that  are  not  available  for  appropriation  or  are  legally  restricted  by  outside  parties  for  use  for  a 
specific  purpose.  Designations  of  fund  balance  represent  tentative  management  plans  that  are  subject 
to  change. 

(k)      Tax  Abatement  Refunds 

All  estimated  tax  abatement  refunds  have  been  recorded  as  a  liability  in  the  general  fund. 

(I)       Landfill  Postclosure  Care  Costs 

State  and  federal  regulations  require  the  City  to  place  a  final  cover  on  its  Gardner  Street  landfill  site 
when  it  stops  accepting  waste  and  to  perform  certain  maintenance  and  monitoring  functions  at  the 
site  for  30  years  after  closure.  At  June  30,  2002,  100%  of  the  Gardner  Street  landfill  site  had  been 
used  and  had  not  accepted  solid  waste  for  several  years.  The  City  has  completed  the  covering  of  this 
site  in  accordance  with  applicable  laws  and  regulations. 

The  liability  for  postclosure  care  is  estimated  based  on  current  cost,  which  is  the  amount  that  would 
be  paid  if  all  equipment,  facilities  and  services  included  in  the  estimate  were  acquired  during  the 
current  period.  Such  costs  are  recognized  as  expenditures  in  the  general  fund  to  the  extent  that  they 
are  due  or  matured  and  are  expected  to  be  paid  with  expendable  available  financial  resources.  The 
total  liability  is  reported  in  the  Government-Wide  Statement  of  Net  Assets.  Expenditures  related  to 
the  Gardner  Street  landfill  site  closure  and  postclosure  care  in  fiscal  2002  were  approximately 
$1.7  million. 
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(m)     Use  of  Estimates 

The  preparation  of  the  accompanying  financial  statements  in  conformity  with  accounting  principles 
generally  accepted  in  the  United  States  of  America  requires  management  to  make  estimates  and 
assumptions  that  affect  the  reported  amounts  of  assets  and  liabilities  and  disclosure  of  contingent 
assets  and  liabilities  at  the  date  of  the  financial  statements  and  the  reported  amounts  of  revenues  and 
expenses  during  the  reporting  period.  Actual  results  could  differ  from  those  estimates. 

(3)      Implementation  of  New  Accounting  Standards 

As  a  result  of  implementing  GASB  Interpretation  No.  6,  Recognition  and  Measurement  of  Certain 
Liabilities  and  Expenditures  in  Governmental  Fund  Financial  Statements,  certain  fund  liabilities  that 
existed  at  June  30,  2001  were  reduced  to  reflect  only  the  portion  of  the  liability  that  was  "due".  The  impact 
of  this  change  on  the  general  fund  equity  was  to  reduce  liabilities  and  increase  fund  equity  at  July  1,  2001 
by  $67.7  million. 

GASB  No.  34,  Basic  Financial  Statements  -  and  Management's  Discussion  and  Analysis  -for  State  and 
Local  Governments  redefined  'enterprise  funds'  resulting  in  the  establishment  of  two  enterprise  funds  -  the 
Convention  Center  fund  and  the  Hospital  Bond  fund.  Both  funds  were  established  to  account  for  activities 
related  to  bonds  for  which  revenue  streams  have  been  pledged  as  security  repayment.  The  activities  of  the 
funds  were  transferred  to  the  enterprise  funds  effective  July  1,  2001.  The  impact  is  as  follows: 


Balance  as  previously  reported 
Transfer  to  Convention  Center 
Transfer  to  Hospital  Bond  fund 
Recognition  of  bonds  payable 
Recognition  of  lease  receivable 
Recognition  of  other  assets/liabilities 

Balance  as  restated 


(4)      Budgetary  Data 

The  general  fund  is  the  only  fund  for  which  a  budget  is  legally  adopted.  The  budgets  for  all  departments 
included  in  the  general  fund  of  the  City,  except  the  School  Department,  are  prepared  under  the  direction  of 
the  Mayor  and  City  Council.  The  School  Department  budget  is  prepared  under  the  direction  of  the  School 
Committee. 

Original  and  supplemental  appropriations  are  submitted  by  the  Mayor,  approved  by  the  City  Council  and 
lapse  at  year-end  unless  encumbered.  The  legal  level  of  control  over  appropriations  is  at  the  department 
level.  Amendments  to  the  original  budget  must  be  approved  by  the  City  Council,  except  for  a  reallocation 
of  appropriations  of  up  to  S3  million  which  the  Mayor  may  approve.  Further,  the  City  Auditor,  with  the 
approval  of  the  Mayor,  may  make  transfers  from  any  appropriation  to  any  other  appropriation  for  purposes 
of  eliminating  deficits  before  closing  the  books  for  the  fiscal  year.  After  the  close  of  the  fiscal  year,  the 
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City  Auditor  may,  with  the  approval  of  the  Mayor,  apply  any  income,  taxes  and  funds  not  disposed  of  and 
make  transfers  from  any  appropriation  to  any  other  appropriation  for  the  purpose  of  closing  the  accounts 
for  the  fiscal  year.  Supplemental  appropriations,  other  than  the  aforementioned  transfers,  were 
approximately  $5.4  million  for  the  year. 

The  City  must  establish  its  property  tax  rate  each  year  so  that  the  resulting  property  tax  levy  will  comply 
with  the  limits  required  by  Proposition  2-1/2  (note  6).  The  tax  levy  must  equal  the  sum  of  (a)  the  aggregate 
of  all  annual  appropriations  for  expenditures;  plus  (b)  the  reserve  accounts  described  in  the  following 
paragraph;  plus  (c)  provision  for  the  prior  fiscal  years'  deficits,  if  any;  less  (d)  the  aggregate  of  all 
nonproperty  tax  revenues  projected  to  be  received  by  the  City,  including  available  funds,  in  amounts 
certified  or  approved  by  the  Conunonwealth  for  tax  rate  purposes. 

In  accordance  with  the  1986  amendments  to  the  Funding  Loan  Act  of  1982,  the  City  has  established  two 
reserve  funds.  The  first  is  a  budget  reserve  fund  which  is  required  to  be  funded  in  stages  to  a  final  level  of 
2-1/2%  of  the  prior  year's  overall  departmental  appropriations,  except  the  School  Department,  by  the 
beginning  of  fiscal  1990.  It  is  available  to  be  applied  to  extraordinary  and  unforeseen  expenditures.  The 
second  is  a  separate  reserve  fund  of  1%  to  2-1/2%  of  the  current  year  appropriation  of  the  School 
Department  to  be  applied  to  overexpenditures  in  that  department. 

The  City's  general  fund  budget  is  prepared  on  a  basis  other  than  accounting  principles  generally  accepted 
in  the  United  States  of  America  (GAAP).  The  "actual"  results  column  in  the  statement  of  revenues  and 
expenditures  -  budgetary  basis  -  general  fund  is  presented  on  a  "budgetary  basis"  to  provide  a  meaningful 
comparison  of  actual  results  with  the  budget.  The  major  differences  between  the  budget  and  GAAP  basis, 
where  applicable,  are  that: 

(a)  Revenues  are  recorded  when  cash  is  received  except  for  real  estate  and  personal  property  taxes  are 
recorded  as  revenue  when  levied  (budget),  as  opposed  to  when  susceptible  to  accrual  (GAAP). 

(b)  Encumbrances  and  continuing  appropriations  which  are  recorded  as  the  equivalent  of  expenditures 
(budget),  as  opposed  to  a  reservation  of  fund  balance  (GAAP). 

(c)  Certain   activities   and   transactions   are   presented    in    separate   funds    (GAAP),   rather   than   as 
components  of  the  general  fund  (budget). 

(d)  Amounts  raised  for  the  prior  years'  deficits  and  available  funds  from  prior  years'  surpluses  are 
recorded  as  revenue  items  (budget),  but  have  no  effect  on  GAAP  revenues. 

In  addition,  there  are  certain  differences  in  classifications  between  revenues,  expenditures  and  transfers. 
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principles  for  the  year  ended  June  30,  2002: 


As  reported  on  a  budgetary  basis 
Adjustments: 

Revenues  to  modified  accrual  basis 

Expenditures,  encumbrances  and  accruals, 
net 
Rec  lassifications : 

Parking  meter  revenue  and  expenditures 
to  a  special  revenue  fund 

Debt  service  expenditures 

State-funded  teachers'  retirement  costs 

Trust  fund  revenue 

As  reported  on  a  GAAP  basis 


differences  be 

;tween  budgetary  ai 

id  GAAP  basi 

s  accounting 

Excess  of 

Other 

revenue 

financing 

and  other 

sources 

financing 

Revenue 

Expenditures 

1,783,133 

(uses),  net 

sources 

i    1,788,300 

5,167 

66,740 

_^ 



66.740 

(2,790) 

(49,157) 
(1,778) 

$    1.801,315 


3,959 

(2,790) 
(49,157) 


1,778 


(3,959) 


1,735,145 


1,778 


67,948 


(5)      Deposits  and  Investments 

State  and  local  statutes  place  certain  limitations  on  the  nature  of  deposits  and  investments  available  to  the 
City.  Deposits,  including  demand  deposits,  money  markets  and  certificates  of  deposit  in  any  one  financial 
institution,  may  not  exceed  certain  levels  unless  collateralized  by  the  financial  institution  involved. 
Investments  may  be  made  in  unconditionally  guaranteed  U.S.  Government  obligations  having  maturities  of 
a  year  or  less  from  the  date  of  purchase,  or  through  repurchase  agreements  with  maturities  of  no  greater 
than  90  days  in  which  the  underlying  securities  consist  of  such  obligations.  Other  allowable  investments 
include  authorized  bonds  of  all  states,  bankers'  acceptances,  commercial  paper  rated  within  the  three 
highest  classifications  established  by  rating  agencies,  and  units  in  the  Massachusetts  Municipal  Depository 
Trust  (MMDT).  The  Treasurer  of  the  Commonwealth  of  Massachusetts  oversees  the  financial  management 
of  the  MMDT,  a  local  investment  pool  for  cities,  towns  and  other  state  and  other  local  agencies  within  the 
Commonwealth.  The  City's  fair  value  of  its  investment  in  the  MMDT  represents  their  value  of  the  pool's 
shares. 

The  City's  pension  and  certain  other  trust  funds  have  additional  investment  powers,  most  notably  the 
ability  to  invest  in  common  stocks,  corporate  bonds  and  other  specified  investments. 

(a)      Deposits 

The  City  categorized  deposits  according  to  the  level  of  risk  assumed.  Category  1  includes  deposits 
which  are  fully  insured  or  collateralized  with  securities  held  by  the  entity  or  its  agent  in  the  entity's 
name.  Category  2  includes  deposits  that  are  collateralized  with  securities  held  by  the  pledging 
financial  institution's  trust  department  or  agent  in  the  entity's  name.  Category  3  includes  those 
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deposits  that  are  not  collateralized.  The  City's  deposits  at  June  30,  2002  are  as  follows  (in 
thousands): 


Category 

Total 

bank 

balance 

Carrying 

1 

2 

3 

amount 

Total  cash  deposits 

$     6,464 

, 

91,115 

97,579 

98,761 

Investments 

- 

The  City  and  SBRS  categorize  investments  according  to  the  level  of  risk  assumed.  Category  1 
includes  investments  that  are  insured,  registered  or  held  by  the  entity  or  its  agent  in  the  entity's 
name.  Category  2  includes  uninsured  and  unregistered  investments  held  by  the  counterparty's  trust 
department  or  agent  in  the  entity's  name.  Category  3  includes  uninsured  and  unregistered 
investments  held  by  the  counterparty,  or  by  its  trust  department  or  agent  but  not  in  the  entity's  name. 
MMDT,  other  mutual  funds,  pooled  funds,  venture  capital  funds  and  real  estate  investments  are  not 
categorized.  The  City's  investments  are  as  follows  (in  thousands): 


Primary  government 

Category 

June  30, 2002 

1 

2 

3 

Fair  value 

Categorized: 

U.S.  Government  obligations     $ 
Debt  securities 
Equity  securities 

— 

9,304 

16,280 

9,858 

— 

9,304 

16,280 

9,858 

$ 

35,442 



Not  categorized: 

Repurchase  agreements 

MMDT 

Mutual  funds 

212,800 

475,412 

63,705 

$       787,359 
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Category 


SBRS  -  December  31, 2001 

- 

1 

2 

3 

Fair  value 

Categorized: 

Short-term  investments 

S 

110,797 

— 

— 

110,797 

Domestic  equity  securities 

757,482 

— 

— 

757,482 

Domestic  debt  securities 

220.213 

— 



220,213 

International  equity 

286,949 

— 

— 

286,949 

International  debt 

$ 

144,079 

— 

— 

144,079 

1,519,520 





Not  categorized: 

Investments  held  by  broker- 

dealer  under  securities 

loans 

347.893 

MMDT 

20.872 

Pooled  funds 

929.981 

Real  estate 

250.187 

Venture  capital  funds 

53,168 

$    3.121.621 


The  composition  of  the  City's  bank  deposits  and  investments  fluctuates  depending  primarily  on  the 
timing  of  real  estate  tax  receipts,  proceeds  from  borrowings,  collection  of  state  and  federal  aid  and 
capital  outlays  throughout  the  year. 

(6)      Property  Taxes 

Real  and  personal  property  taxes  are  based  on  values  assessed  as  of  each  January  1.  By  law,  all  taxable 
property  must  be  assessed  at  100%  of  fair  cash  value.  Also  by  law,  property  taxes  must  be  levied  at  least 
30  days  prior  to  their  due  date.  Once  levied,  these  taxes  are  recorded  as  receivables,  net  of  estimated 
uncollectible  balances.  Property  tax  revenues  have  been  recorded  using  the  modified  accrual  basis  of 
accounting,  described  in  note  2. 

The  City  bills  and  collects  its  property  taxes  on  a  quarterly  basis  following  the  January  1  assessment.  The 
due  dates  for  those  quarterly  tax  billings  are  August  1.  November  1.  February  1,  and  May  1.  Property  taxes 
that  remain  unpaid  after  the  respective  due  dates  are  subject  to  penalties  and  interest  charges.  . 

Based  on  the  City's  experience,  most  property  taxes  are  collected  during  the  year  in  which  they  are 
assessed.  Liening  of  properties  on  which  taxes  remain  unpaid  occurs  annually.  On  November  14.  all 
properties  with  unpaid  fiscal  2001  property  taxes  were  liened.  The  City  ultimately  has  the  right  to  foreclose 
on  all  properties  where  the  taxes  remain  unpaid. 

A  statewide  property  tax  limitation  known  as  "Proposition  2-1/2""  limits  the  amount  of  increase  in  the 
property  tax  levy  in  any  fiscal  year.  Generally.  Proposition  2-1/2  limits  the  total  levy  to  an  amount  not 
greater  than  2-1/2%  of  the  total  assessed  value  of  all  taxable  property  within  the  City.  Secondly,  the  tax 
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levy  cannot  increase  by  more  than  2-1/2%  of  the  prior  year's  levy  plus  the  taxes  on  property  newly  added 
to  the  tax  rolls.  Certain  provisions  of  Proposition  2-1/2  can  be  overridden  by  a  City-wide  referendum. 

(7)      Receivables 

Receivables  as  of  year  end  for  the  government's  individual  major  funds  and  internal  service  fund, 
including  the  applicable  allowances  for  uncollectible  accounts  are  as  follows  (in  thousands): 


Receivables: 

Property  taxes 

Other  taxes 

Intergovernmental 

Other 
Gross  receivables 

Less  allowance  for  uncollectibles 

Net  total  receivables 


General 

Special 
revenue 

Internal 
service 

Total 

37,555 

142,697 

78,215 

34,849 

56,301 

195 

56,496 

151 

37,555 
142,697 
134,516 

35,195 

293,316 
(165,930) 

151 

349,963 
(165,930) 

127,386 

56,496 

151 

184,033 

Governmental  funds  report  deferred  revenue  in  connection  with  receivables  for  revenues  that  are  not 
considered  to  be  available  to  liquidate  liabilities  of  the  current  period.  Governmental  funds  also  defer 
revenue  recognition  in  connection  with  resources  that  have  been  received,  but  not  yet  earned.  At  the  end  of 
the  current  fiscal  year,  the  various  components  of  deferred  revenue  and  unearned  revenue  reported  in  the 
governmental  funds  were  as  follows  (in  thousands): 


Delinquent  property  taxes  receivable  (general  fund) 

Due  from  component  units 

Other 


Total  deferred/unearned  revenue  for  governmental 
funds 


Unavailable 

31,507 

Unearned 

18,984 

7,746 

31,507 

26,730 
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(8)      Capital  Assets 

Capital  asset  activity  for  the  year  ended  June  30,  2002  was  as  follows  (in  thousands): 
Primary  Government 


Governmental  activities: 

Capital  assets  not  being  depreciated: 
Land  $ 

Construction  in  progress 

Total  capital  assets  not  being 
depreciated 

Capital  assets  being  depreciated: 
Land  improvements 
Buildings  and  improvements 
Furniture  and  equipment 
Infrastructure 

Total  capital  assets  being 
depreciated 

Less  accumulated  depreciation  for: 
Land  improvements 
Buildings  and  improvements 
Furniture  and  equipment 
Infrastructure 

Total  accumulated  depreciation 

Total  capital  assets  being 
depreciated,  net 

Governmental  activities  capital  assets,  net       $ 


Beginning 
balance 

Increases 

3,862 
117,075 

120,937 

10,181 
13,652 

Decreases 

Ending 
balance 

10,604 
284,221 

14,466 
401,296 

294,825 

415,762 

15,507 
940,789 
109,410 

228,731 

1,591 
2,400 

15,507 
939,198 
117,191 

242,383 

1,294,437 

23,833 

3,991 

1,314,279 

2,062 

747,281 

92.997 

71,977 

1,129 

19.590 

9.346 

7.708 

1,591 
2,400 

3,191 

765,280 

99,943 

79.685 

914,317 

37.773 

3.991 

948,099 

380,120 

(13.940) 
106.997 

366.180 

674,945 

— 

781,942 
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Depreciation  expense  was  charged  to  functions/programs  of  the  primary  government  as  follows: 

Governmental  activities: 

General  government  $           347 

Human  Services  57 

Public  safety  7,625 

Public  works,  including  depreciation  of  general  infrastructure  assets  9,152 

Property  and  Development  932 

Parks  and  recreation  2,017 

Library  4,156 

Schools  13,214 

County  273 


Total  depreciation  expense  -  governmental  activities 


$       37,773 


(9)      Interfund  Receivable  and  Payable  Balances 

Individual  fund  and  discrete  component  unit  receivable  and  payable  balances  at  June  30,  2002,  are  as 
follows  (in  thousands): 


Interfund  balances 


General 
Internal  service 

Balance  at  June  30,  2002 

SBRS  at  December  31,  2001 

Balances  in  accompanying  basic  financial 
statements 


Receivable 

727 

727 
64.871 

65.598 


Payable 


727 


727 


727 


Discrete  component  unit  balances 


Primary  government: 

General 

Hospital  revenue  bond 
Discretely  presented  component  units: 

PHC 

Balances  in  accompanying  basic  financial 
statements 


Receivable 

19,250 
129,103 

108 

148,461 


Payable 


108 


148,353 


148,461 
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CITY  OF  BOSTON,  MASSACHUSETTS 
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General  Obligation  Bonds  and  Notes 

The  annual  debt  service  requirements  of  the  City's  general  obligation  governmental  bonds  and  notes  payable 
outstanding  as  of  June  30,  2002,  are  as  follows  (in  thousands): 


Principal  Interest  Total 


113,076 

42,840 

155,916 

84,265 

38,579 

122,844 

• 

78,265 

34,790 

113,055 

126,816 

29,437 

156,253 

63,195 

25.949 

89,144 

262,443 

88,595 

351.038 

167,177 

35,062 

202,239 

61,507 

6.794 

68.301 

956,744 

302.046 

1.258,790 

Year  ending  June  30: 
2003 
2004 
2005 
2006 
2007 

2008-2012 
2013-2017 
2018-2022 


Genera]  obligation  bonds  are  backed  by  the  full  faith  and  credit  of  the  City.  The  Commonwealth  has 
approved  school  construction  assistance,  subject  to  annua!  appropriation  by  the  state  legislature  and  reports 
filed  with  the  Commonwealth  by  the  City,  to  partially  provide  resources  for  future  principal  and  interest 
requirements  on  general  obligation  school  bonds  of  the  City.  As  of  June  30,  2002,  such  resources  expected  to 
be  provided  to  the  City  total  approximately  $217,638  from  the  Commonwealth. 

On  February  15,  2002,  the  City  issued  $100,000,000  in  general  obligation  bonds  to  fund  various  capital 
purchases  and  improvements  throughout  the  City.  Interest  is  due  semiannually  on  each  February  1  and 
August  1,  with  principal  payments  due  each  February  1  until  maturity  in  fiscal  2022. 

On  February  1,  2002,  the  City  issued  $62,000,000  in  bond  anticipation  notes  (BANs)  to  fund  various  school 
projects.  The  City  will  pay  interest  of  approximately  $6,510,000  through  fiscal  2006.  The  City  is  expected  to 
issue  general  obligation  bonds  to  refund  the  BANs;  accordingly,  they  have  been  classified  as  long-term 
obligations. 

As  of  June  30,  2002,  the  City  has  a  permanent  loan  agreement  with  the  Massachusetts  Water  Pollution 
Abatement  Trust  (MWPAT)  for  $13.4  million.  The  loan  provides  funding  for  the  closure  and  postclosure 
care  costs  relating  to  the  City's  Gardner  Street  Landfill.  Proceeds  are  received  on  a  reimbursement  basis  from 
MWPAT  as  expenditures  are  incurred  by  the  City.  As  of  June  30.  2002,  the  City  has  received  approximately 
$12.3  million  in  loan  proceeds. 

No  Obligation  Debt 

The  City  has  outstanding  industrial,  commercial  and  housing  development  bonds  payable  solely  from 
revenues  of  the  respective  enterprises  that  do  not  constitute  an  indebtedness  of  the  City  and  are  not  a  charge 
against  its  general  credit.  This  aggregate  amount  is  immaterial  to  the  fmancial  statements. 
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The  City  is  subject  to  a  dual  general  debt  limit:  the  normal  debt  limit  and  the  double  debt  limit.  Such  limits 
are  equal  to  2-1/2%  and  5%,  respectively,  of  the  valuation  of  taxable  property  in  the  City  as  last  equalized  by 
the  State  Department  of  Revenue.  Debt  may  be  authorized  up  to  the  normal  debt  limit  without  state  approval. 
Authorizations  under  the  double  debt  limit,  however,  require  the  approval  of  the  Commonwealth's 
Emergency  Finance  Board.  Additionally,  there  are  many  categories  of  general  obligation  debt  which  are 
exempt  from  the  debt  limit  but  are  subject  to  other  limitations. 

As  of  June  30,  2002,  the  City  may  issue  $287.9  million  of  additional  general  obligation  debt  under  the  debt 
limit.  General  obligation  debt  of  $373  million,  subject  to  the  debt  limit,  and  $260  million,  exempt  from  the 
debt  limit,  is  authorized  but  unissued  as  of  June  30,  2002. 

Proprietary  Fund  Obligations 

The  annual  debt  service  requirements  of  the  City's  special  obligation  bonds  and  Boston  City  Hospital, 
Series  B,  revenue  bonds,  outstanding  as  of  June  30,  2002  are  as  follows  (in  thousands): 


Principal  Interest  Total 


6,835 

13,939 

20,774 

7,295 

13,347 

20,642 

8.045 

12,957 

21,002 

5,655 

12,523 

18,178 

3,070 

12,294 

15,364 

28,790 

56,488 

85,278 

59,165 

43,065 

102,230 

28,050 

34,937 

62,987 

111,080 

9,873 

120,953 

257.985 

209.423 

467.408 

Year  ending  June  30: 
2003 
2004 
2005 
2006 
2007 

2008-2012 
2013-2017 
2018-2022 
2023-2027 


On  April  15,  2002,  the  City  issued  $116,890,000  in  special  obligation  bonds  to  fund  certain  costs  in 
connection  with  the  development  of  the  Boston  Convention  and  Exhibition  Center.  Interest  is  due 
semiannually  on  each  May  1  and  November  1,  with  principal  payments  due  each  May  1  until  maturity  in 
fiscal  2027. 

The  revenue  refunding  bonds  of  the  Boston  City  Hospital  (BCH)  do  not  constitute  general  obligations  of  the 
City  and  the  annual  debt  service  of  these  bonds  has  been  assumed  by  the  Boston  Public  Health  Commission. 
The  Boston  Public  Health  Commission  expects  to  meet  its  obligation  on  the  bonds  through  application  of  a 
portion  of  the  rent  payable  to  the  Boston  Public  Health  Commission  by  the  Boston  Medical  Center 
Corporation  (BMC)  for  its  lease  of  the  former  Boston  City  Hospital.  As  a  result  of  the  consolidation  of  the 
BMC  and  BCH  (see  note  15),  on  July  1,  1996,  the  City  received  $16.28  million,  representing  debt  service 
reserve  on  these  bonds.  It  was  recorded  as  proceeds  of  debt  in  the  capital  projects  fund  and  subsequently 
transferred  to  the  general  fund  for  future  debt  service  requirements.  Under  certain  circumstances,  including  a 
default  by  BMC  under  the  lease.  City  revenues  may  be  required  to  satisfy  the  debt  service  requirements  on 
the  Series  B  bonds. 
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The  Boston  Public  Health  Commission  has  assumed  responsibility  for  paying  to  the  City  an  amount  equal  to 
current  debt  service  on  all  outstanding  general  obligation  bonds  of  the  City  issued  for  public  health  and 
hospital  purposes  which  amounted  to  $20.7  million  at  June  30,  2002. 

Defeased  Debt 

The  following  prior  year  transactions  met  the  requirements  of  an  in-substance  defeasance: 

•  On  April  11,  2001,  the  City  issued  $52.0  million  in  general  obligation  refunding  bonds  to  advance 
refund  $49.9  million  of  1991,  1994,  and  1995  Series  Bonds. 

•  On  May  12,  1998,  the  City  issued  $77.9  million  in  general  obligation  bonds,  dated  April  15,  1998,  of 
which  $62.9  million  was  used  to  advance  refund  $58.0  million  of  1989,  1990,  1992  and  1994  Series 
Bonds. 

The  principal  amount  of  debt  refunded  through  in-substance  defeasance  transactions  and  still  outstanding  at 
June  30,  2002  was  approximately  $48  million. 

Subsequent  Event 

•  In  August  2002,  $127.8  million  of  bonds  were  issued  to  refund  the  Boston  City  Hospital.  Series  B 
Bonds  dated  June  1,  1993. 

B.       Lease  Obligations 

The  City  has  entered  into  various  capital  lease  agreements  for  equipment  acquisition.  Payments  under  these 
agreements  are  subject  to  annual  appropriation  and,  by  statute,  are  not  included  in  the  City's  debt  limit 
calculations.  Activity  in  capital  lease  agreements  during  fiscal  year  2002  was  as  follows  (in  thousands): 

Outstanding, 


beginning 

Outstanding, 

Date  of  issuance 

of  year 

Additions 

Reductions 

131 

end  of  year 

August  15.  1995 

$                131 



December  17,  1997 

541 

— 

481 

60 

November  10,  1997 

582 

— 

416 

166 

June  25. 1998 

2,113 

— 

672 

1.441 

August  25,  1998 

3.375 

— 

1,117 

2.258 

March  18,  1999 

1,714 

— 

1,031 

683 

October  1.  1999 

3.745 

— 

636 

3.109 

January  25,  2000 

4.635 

— 

1,994 

2,641 

November  2 1,2000 

10.481 

— 

2,832 

7.649 

May  21.2001 

590 

— 

200 

390 

October  31,  2001 

— 

7.290 

1,276 

6.014 

June  5. 2002 

— 

1.625 

— 

1.625 

S           27.907 

8.915 

10.786 

26.036 
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Future  minimum  payments  under  capital  leases  and  installment  sales  as  of  June  30,  2002  are  as  follows  (in 
thousands): 

2003  $        10,875 

2004  8,280 

2005  4,724 

2006  2,462 

2007  1,250 
2008-2011  485 

Total  minimum  lease  payments 

Less  amount  representing  interest 

Current  portion 

Long-term  portion  $        17,717 

The  City's  commitment  under  operating  leases  is  not  significant. 

(11)    Retirement  Plans 

(a)      Plan  Description 

The  City  contributes  to  the  State-Boston  Retirement  System  (the  System),  a  cost-sharing  multiple- 
employer  defined  benefit  pension  plan.  The  System  provides  retirement,  disability  and  death  benefits 
to  plan  members  and  beneficiaries  of  the  following  government  units: 

(1)  City  of  Boston 

(2)  Boston  Redevelopment  Authority 

(3)  Boston  Housing  Authority 

(4)  Boston  Water  &  Sewer  Commission 

(5)  Public  Health  Commission 

(6)  Sheriff  of  Suffolk  County 

Chapter  32  of  the  Massachusetts  General  Laws  (MGL)  assigns  authority  to  establish  and  amend  benefit 
provisions  of  the  plan  to  the  state  legislature. 

The  System  is  administered  by  a  five-person  Board  of  Retirement  consisting  of  the  City  Auditor  who 
serves  as  a  member  ex  officio,  two  members  who  are  elected  by  the  participants,  in  or  retired  from  the 
service  of  the  System,  a  fourth  member  appointed  by  the  Mayor  and  a  fifth  member  chosen  by  the 
other  members. 

The  City  also  participates  in  the  Boston  Retirement  System  (BRS)  and  made  benefit  payments  of 
approximately  S4.1  million  for  the  year  ended  June  30.  2002.  The  number  of  BRS  plan  participants 
was  frozen  in  1946.  The  financial  statements  of  BRS  are  combined  with  the  System's,  however, 
disclosures  for  BRS  are  not  materia!  and.  thus,  are  not  presented  separately. 
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(b)  Basis  of  Accounting 

The  System's  financial  statements  are  prepared  using  the  accrual  basis  of  accounting.  Plan  member 
contributions  are  recognized  in  the  period  in  which  the  contributions  are  due.  Employer  contributions 
to  the  plan  are  recognized  when  due  and  the  employer  has  made  a  formal  commitment  to  provide  the 
contributions.  Benefits  and  refunds  are  recognized  when  due  and  payable  in  accordance  with  the  terms 
of  each  plan. 

Investments  of  the  System  are  stated  as  follows: 

(a)  Bonds  are  stated  at  quoted  market  value. 

(b)  Equity  securities  are  stated  at  quoted  market  value. 

(c)  Real  estate  funds  are  stated  at  appraised  value  or  partner's  account  value,  whichever  is 
more  readily  determinable. 

(d)  Venture  capital  funds  are  stated  at  contributed  cost  or  fair  market  value,  whichever  is 
more  readily  determinable. 

(e)  International  investments  are  stated  at  quoted  market  value  and  are  included  in  equities 
and  fixed  income  categories. 

(0      Cash  is  stated  at  carrying  amount  which  is  reconciled  book  balance. 

(c)  Membership 

Membership  in  the  System  consisted  of  the  following  at  December  31,  2001,  the  date  of  the  latest 
actuarial  valuation: 

Retirees  and  beneficiaries  receiving  benefits  13.144 

Terminated  plan  members  entitled  to  but  not  receiving  benefits  3,560 

Active  plan  members  21.122 

Total  membership  37.826 

Total  number  of  participating  employers 


(d)      Contributions 

Plan  members  are  required  to  contribute  to  the  System.  Depending  on  their  employment  date,  active 
members  must  contribute  a  range  of  5%-9%  of  their  regular  gross  compensation.  Members  hired  after 
December  31.  1978  must  contribute  an  additional  2%  of  regular  compensation  in  excess  of  $30,000. 
Participating  employers  are  required  to  pay  into  the  System  their  share  of  the  remaining  system-wide 
actuarially  determined  contribution,  which  is  apportioned  among  the  employers  based  on  active 
covered  payroll.  The  Commonwealth  of  Massachusetts  (the  Commonwealth)  reimburses  the  City  for 
benefits  paid  to  school  teachers.  The  Commonwealth  also  reimbursed  the  System  for  a  portion  of 
benefit  payments  for  cost  of  living  increases  granted  before  July  1,  1998.  The  contributions  of  plan 
members  and  the  participating  employers  are  governed  by  Chapter  32  of  the  MGL.  The  City's  required 
and  actual  contributions  to  the  System  for  the  years  ended  June  30.  2002.  2001  and  2000  were 
S130  million.  S127  million,  and  $129  million,  or  $85  million.  $88  million,  and  $90  million,  net  of 
teachers"  retirement,  respectively. 
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During  the  fall  of  1997  the  System's  Retirement  Board,  the  City  Council  and  the  Mayor  approved  the 
option  for  local  funding  of  cost  of  living  adjustments.  As  a  result,  a  locally  funded  cost  of  living 
adjustment  of  3.0%  on  the  first  $12,000  of  a  retiree's  annual  payment  was  awarded  in  fiscal  2000  and 
fiscal  2001.  These  cost  of  living  adjustments  will  be  awarded  by  the  Retirement  Board  each  year, 
except  in  years  in  which  the  Retirement  Board  determines  that  such  an  adjustment  would  substantially 
impair  the  funding  schedule. 

(e)      Legally  Required  Reserve  Accounts 

The  balances  in  the  System's  legally  required  reserves  (on  the  statutory  basis  of  accounting)  at 
December  31,  2001  are  as  follows  (in  thousands): 

Purpose 


Description 

$ 

Amount 

Annuity  savings  fund 

995,817 

Annuity  reserve  fund 

261,387 

Military  service  credit 

60 

Pension  reserve  fund 

919,300 

Pension  fund 

$ 

804,318 

2,980,882 

Active  members'  contribution  balance 

Retired  members'  contribution  account 

Members'  contribution  account  while  on  military  leave 

Amounts  appropriated  to  fund  future  retirement  benefits 

Remaining  net  assets 


All  reserve  accounts  are  funded  at  levels  required  by  State  statute. 

(f)      Investment  Concentration 

The  System  had  the  following  investments  not  issued  or  guaranteed  by  the  US  Government  which 
represented  over  5%  each  of  the  System's  net  assets  at  December  31  (in  thousands): 


2001 


2000 


State  Street  Global  Advisors  S&P  500  Flagship  Series  A 
(domestic  equity  income  fund)  $ 

Enhanced  Core  (fixed  income  fund) 


433,112 


491,635 


170,870 


(g)      Securities  Lending 

The  Public  Employment  Retirement  Administration  Commission  of  Massachusetts  (PERAC)  has 
issued  supplemental  regulations  that  permit  the  System  to  engage  in  securities  lending  transactions. 
These  transactions  are  conducted  by  the  System's  custodian,  which  lends  certain  securities  owned  by 
the  System  to  other  broker-dealers  and  banks  pursuant  to  a  form  of  loan  agreement.  The  System  and 
the  borrowers  maintain  the  right  to  terminate  all  securities  lending  transactions  on  demand. 

At  the  System's  direction,  the  custodian  lends  the  System's  securities  and  receives  cash  (including 
both  US  and  foreign  currency).  US  government  securities,  sovereign  debt  of  foreign  countries,  and 
irrevocable  bank  letters  of  credit  as  collateral.  The  custodian  does  not  have  the  ability  to  pledge  or  sell 
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collateral  unless  the  borrower  defaults.  Borrowers  are  required  to  deliver  cash  collateral  in  amounts 
equal  to  not  less  than  100%  of  the  market  value  of  the  loaned  securities. 

The  System  does  not  impose  any  restrictions  on  the  amount  of  securities  lent  on  its  behalf  by  the 
custodian.  There  were  no  failures  by  any  borrowers  to  return  loaned  securities  or  pay  distributions 
thereon,  and  there  were  no  losses  from  a  default  of  the  borrowers  or  the  custodian  for  the  years  ended 
December  31,  2001  and  2000.  The  cash  collateral  received  by  the  custodian  on  each  loan  was  invested, 
together  with  the  cash  collateral  of  other  qualified  tax-exempt  plan  lenders,  in  a  collective  investment 
pool.  The  relationship  between  the  average  maturities  of  the  investment  pool  and  loans  was  affected  by 
the  maturities  of  the  loans  made  by  other  plans  that  invested  cash  collateral  in  the  collective  investment 
pool,  which  the  System  could  not  determine.  At  December  31,  2001  and  2000,  the  System  had  no 
credit  risk  exposure  to  borrowers  because  the  amounts  the  System  owed  the  borrowers  exceeded  the 
amounts  owed  to  the  System.  Borrower  rebates  and  fees  paid  to  the  custodian  during  the  years  ended 
December  31,  2001  and  2000  were  $8,445,000  and  $14,434,000,  respectively. 

At  December  31,  2001  and  2000,  the  fair  value  of  securities  loaned  by  the  System  amounted  to 
$173,469,000  and  $248,195,000,  respectively,  against  which  was  held  collateral  of  $180,010,000  and 
$258,606,000,  respectively,  as  follows  (in  thousands): 


Short-term  collateral  investment  pool 
Non-cash  collateral 

Total 


December  31 

2001 

2000 

174,424 
5,586 

252,563 
3,164 

180.010 

255,727 

(12)    Other  Postemployment  Benefit  Disclosures 

In  addition  to  the  pension  benefits  described  in  note  11,  the  City  provides  postemployment  health  care  and 
life  insurance  benefits,  in  accordance  with  state  statute  and  City  ordinance,  to  eligible  retirees. 
Approximately  12,600  retirees  meet  the  eligibility  requirements  as  put  forth  in  Chapter  32B  of  Massachusetts 
General  Laws.  The  City  pays  75%  of  Blue  Cross/Blue  Shield  of  Massachusetts  (BC/BS)  premiums  and  90% 
of  HMO  premiums  for  medical  and  hospitalization  incurred  by  retirees  and  their  dependents.  The  City  also 
pays  75%  of  BC/BS  Medicare  premiums  for  each  Medicare  eligible  retiree.  The  City  provides  for  50%  of  the 
premiums  for  $5,000  of  life  insurance  for  each  eligible  retiree. 

Expenditures  of  approximately  $45  million  for  health  care  and  life  insurance  benefits  for  retirees  are 
accounted  for  on  a  pay-as-you-go  basis  in  fiscal  2002. 
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(13)    Operating  Transfers 

Operating  transfers  and  their  purposes  during  the  year  ended  June  30,  2002  were  as  follows  (in  thousands): 

Governmental 

funds  Trust  funds 


General  Permanent 


Primary  government: 

Trust  funds  -  support  for  parks  department  $ 1,778  (1,778) 

(14)    Excess  of  Expenditures  Over  Budgets 

The  City  had  expenditures  in  excess  of  their  budgeted  amounts  for  the  year  ended  June  30,  2002  in  the 
following  categories  (in  thousands): 

General  government: 

Collective  bargaining  $  5,785 

Public  safety: 

Fire  Department  2,527 

Public  works: 

Property  management  994 

Judgment  and  claims: 

Execution  of  courts  900 

Employee  benefits: 

Medicare  payments  452 

Workers'  compensation  358 

State  and  district  assessments  258 


11.274 


The  excess  expenditures  reported  above  are  allowed  under  the  budgetary  laws  governing  the  City. 

(15)    Public  Health  System 

Effective  July  I,  1996,  the  City's  Department  of  Health  and  Hospitals  and  Trustees  of  Health  and  Hospitals, 
a  component  unit,  were  abolished.  Substantially  all  their  assets  and  liabilities,  including  title  to  the  City's  two 
hospitals,  Boston  City  Hospital  (BCH)  and  Boston  Specialty  and  Rehabilitation  Hospital  (BSRH),  were 
transferred  to  and  assumed  by  the  Boston  Public  Health  Commission  (PHC). 

Also  effective  July  1,  1996,  the  operations  of  BCH  and  BSRH  were  consolidated  with  the  operations  of  the 
Boston  University  Medical  Center  under  the  licensure  and  control  of  the  Boston  Medical  Center  Corporation 
(BMC). 

The  PHC  receives  the  majority  of  its  funding  from  federal  and  state  grants,  lease  agreements  with  BMC  and 
a  City  appropriation.  During  fiscal  2002.  the  City  appropriated  $64.7  million  to  the  PHC.  As  described 
below,  the  PHC  uses  the  appropriation  to  pay  debt  service  on  certain  general  obligation  bonds,  base 
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assistance  grant  payments  to  BMC  and  a  portion  of  the  consolidation  costs  to  BMC.  The  remainder  of  the 
appropriation  is  used  for  administrative  purposes  and  to  support  the  various  public  health  programs  run  by 
the  PHC.  The  City  has  budgeted  $63.9  million  for  the  PHC  for  fiscal  2003. 

Due  from  PHC/BMC 

On  July  1,  1996,  the  PHC  assumed  a  liability  of  $149.8  million  for  a  mortgage  note  (the  Note)  held  by  a 
trustee  and  insured  by  the  Federal  Housing  Authority  (FHA),  the  balance  of  which  is  $129.1  million  at 
June  30,  2002.  Payments  made  by  the  PHC  on  this  Note  are  used,  together  with  other  funds  held  in  trust,  by 
the  trustee  to  pay  off  the  outstanding  balance  of  $141.1  million  of  the  City's  revenue  refunding  bonds  dated 
June  1,  1993.  The  PHC  receives  funding  for  these  Note  payments  from  the  BMC  under  a  lease  agreement 
whereby  the  BMC  leases  portions  of  the  former  BCH  for  an  initial  period  of  50  years.  Rental  payments 
received  under  this  lease  are  equal  to  the  debt  service  costs  on  the  Note  and  on  all  City  general  obligation 
bonds  allocable  to  BCH.  These  general  obligation  bonds  were  issued  by  the  City  between  December  1967 
and  October  1995  and  total  $18.9  million  at  June  30,  2002.  These  bonds  pertain  to  the  property  and 
operations  of  the  BCH  Campus,  South  Block  Campus,  BSRH  Campus,  Emergency  Medical  Services 
Operations  and  the  Long  Island  Campus. 

In  addition,  the  PHC  and  BMC  are  also  responsible  for  reimbursing  the  City  for  health  insurance,  equipment 
lease  payments,  workers'  compensation  and  other  miscellaneous  expenses  paid  for  by  the  City. 

Payments  to  BMC 

Under  the  terms  of  the  consolidation  agreement,  the  PHC  is  obligated  to  pay  BMC  $1.0  million  per  year  for 
five  (5)  years,  beginning  on  July  1,  1996,  to  subsidize  the  costs  of  consolidation.  If  after  5  years,  total 
consolidation  costs  total  less  than  $10.0  million,  the  PHC  is  entitled  to  a  rebate  in  an  amount  that  will  bring 
the  PHC's  share  of  these  costs  to  50%.  The  fiscal  year  2001  payment  to  BMC  represents  the  final  payment 
under  the  terms  of  the  consolidation  agreement  and  it  is  expected  BMC  will  provide  documentation  of  the 
consolidated  costs  as  part  of  their  year-end  process. 

PHC  is  obligated  to  make  future  base  assistance  grant  payments  to  BMC  totaling  $12.0  million  each  year 
until  the  FHA  Note  has  been  paid  off  (scheduled  in  2020). 

In  addition,  during  fiscal  1997.  the  City  made  $20.0  million  in  contributions  to  a  capital  fund  in  support  of 
the  Boston  HealthNet  health  center  members.  The  BMC  is  expected  to  provide  $2.0  million  in  each  of  the  six 
(6)  years  following  the  consolidation  in  additional  support  to  the  Boston  HealthNet  health  center  members. 

(16)    Risk  Management 

The  City  is  self  insured  for  general  liability,  property  and  casualty  (except  for  boiler  and  machinery  losses  up 
to  $2.5  million),  worker  injury,  unemployment  and  certain  employee  health  claims.  The  City's  Corporation 
Counsel  defends  the  City  in  any  lawsuits  that  arise  from  the  normal  course  of  operations,  with  exposure 
limited  by  a  state  tort  cap  under  Chapter  258  of  the  Massachusetts  General  Laws.  Except  for  certain  health 
care  costs  described  below,  judgments  and  claims  are  charged  to  the  general  fund. 

The  City's  health  insurance  program,  administered  by  the  Health  Insurance  and  Benefits  Division,  a  program 
within  Human  Resources,  provides  coverage  to  the  City's  employees  and  retirees  through  a  number  of 
Health  Maintenance  Organizations  (HMO)  and  Blue  Cross/Blue  Shield  of  Massachusetts  (BC/BS).  Costs  to 
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the  City  for  the  HMOs,  of  which  10%  is  paid  by  employees,  are  accounted  for  in  the  general  fund  and  are 
capped  at  a  defined  premium  payment  per  employee. 

BC/BS  acts  as  a  third-party  agent  for  the  City  in  the  payment  of  the  various  claim  plans  used  by  the  City. 
Costs  incurred  for  the  operation  of  the  BC/BS  plans,  of  which  25%  is  paid  by  employees,  are  accounted  for 
in  a  separate  health  insurance  internal  service  fund. 

The  City  has  implemented  a  comprehensive  risk  financing  strategy  that  includes  establishing  a  catastrophic 
risk  reserve,  currently  with  a  $5.9  million  balance  available  for  future  losses.  The  City  has  also  improved 
systems  for  maximizing  the  receipt  of  federal  disaster  funds.  On  July  1,  2001,  the  City's  property  insurance 
policy  went  into  effect  -  a  one-year,  all-risk  catastrophic  policy  covering  all  City  property  assets  up  to 
$400  million,  after  a  $10  million  retention.  Any  boiler  and  machinery-related  property  loss  is  additionally 
insured,  after  a  $50,000  deductible,  for  up  to  $2.5  million. 

The  City  has  established  a  liability  based  on  historical  trends  of  previous  years  and  attorney's  estimates  of 
pending  matters  and  lawsuits  in  which  the  City  is  involved.  Changes  in  the  self-insurance  liability  for  the 
fiscal  years  ended  June  30,  2002  and  2001  are  as  follows  (in  thousands): 

Internal  service  fund 


2002  2001 


Health  and  life  claims,  beginning  of  year  $  10,000  11,202 

Incurred  claims  61,818  59.052 

Payments  of  claims  attributable  to  events  of  both  the  current  and 
prior  fiscal  years: 
Health  and  life  (64,767)  (60,254) 

Health  and  life  claims,  end  of  year 


Judgments  and  claims,  beginning  of  year 

Incurred  claims 

Payments  of  claims  attributable  to  events  of  both  the  current  and 
prior  fiscal  years: 

Workers'  compensation 

Unemployment  compensation 

Court  judgments 

Judgments  and  claims,  end  of  year 

The  liabilities  above  have  not  been  discounted  to  their  present  value.  Incurred  claims  represent  the  total  of  a 
provision  for  events  of  the  current  fiscal  year  and  any  change  in  the  provision  for  events  of  the  prior  fiscal 
years. 
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There  are  numerous  pending  matters  and  lawsuits  in  which  the  City  is  involved.  The  City  attorneys  estimate 
that  the  potential  claims  against  the  City  not  recorded  in  the  accompanying  basic  financial  statements 
resulting  from  such  litigation  would  not  materially  affect  the  basic  financial  statements. 

(17)    Discretely  Presented  Component  Units 

The  following  presents  condensed  financial  statements  for  each  of  the  discretely  presented  component  units: 

Condensed  Statement  of  Net  Assets 
June  30,  2002 
(In  thousands) 


PHC 


BRA 


TPL 


EDIC 


Total 


Assets: 

Cash  and  investments:                             $        33,551 

28,035 

51,499 

20,980 

134,065 

Cash  and  investments  held  by  trustee 

— 

1,071 

2,070 

7,456 

10,597 

Receivables,  net: 

Other 

7,885 

60,481 

2,493 

21,577 

92,436 

Internal  balances 

— 

— 

— 

— 

— 

Other  assets 

135,321 

27,091 

1,768 

453 

164,633 

Capital  assets: 

Nondepreciable 

17,500 

3,476 

— 

4,030 

25,006 

Depreciable 

4,374 

1,777 

987 

19,868 

27,006 

Due  from  other  funds 

7,069 

— 

— 

— 

7,069 

Due  from  primary  government 

108 

— 

— 

— 

108 

Total  assets 

205,808 

121,931 

58,817 

74,364 

460,920 

Liabihties: 

Warrants  and  accounts  payable 

10,996 

69.905 

2,320 

14.215 

97,436 

Accrued  Liabilities: 

Other 

739 

— 

11 

2,271 

3,021 

Due  to  other  funds 

14.059 

— 

— 

— 

14,059 

Due  to  primary  government 

148,353 

— 

— 

— 

148,353 

Deferred  revenue 

4.140 

32,807 

— 

9,445 

46,392 

Noncurrent  liabilities: 

Due  within  one  year 

— 

— 

— 

859 

859 

Due  in  more  than  one  year 

— 

1.475 

— 

20,153 

21.628 

Other 

2,601 

6.982 

— 

1.187 
48.130 

10,770 

Total  liabilities 

180.888 

111,169 

2,331 

342,518 

Net  assets: 

Invested  in  capital  assets,  net  of 

related  debt 

14.736 

3.778 

987 

9.838 

29.339 

Restricted 

5.170 

1.071 

38.187 

12.541 

56.969 

Unrestricted 

5.014 

5.913 

17.312 

3.855 

32.094 

Total  net  assets                           ! 

5        24,920 

10.762 

56.486 

26.2.34 

118.402 
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Condensed  Statement  of  Revenues,  Expenses  and  Changes  in  Net  Assets 

Year  ended  June  30,  2002 

(In  thousands) 


PHC 


BRA 


TPL 


EDIC 


Total 


Operating  revenues 
City  appropriation 

$        64,221 
64,537 

128,758 
104,900 

23,858 

692 
(12,000) 
(9,855) 
1,199 

3,894 

21.026 

$        24.920 

25,212 

8,479 

34,608 

132,520 
64,537 

Total  revenues 
Operating  expenditures 

25,212 
26,234 

8,479 
13,956 

34,608 
33,213 

197,057 
178,303 

Excess  of  revenues  over 
(under)  expenditures 

Nonoperating  revenue 
Nonoperating  expenditures 
Interest  expense 
Interest  income 

(1,022) 

(5,477) 

1,395 

18,754 

692 
(12,000) 
(9,855) 
1,199 

Net  change  in  net  assets 
Net  assets,  beginning  of  year 

(1,022) 

11,784 

(5,477) 

61,963 

56,486 

1,395 

24,839 
26,234 

(1,210) 
119,612 

Net  assets,  end  of  year 

10,762 

118,402 
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State-Boston  Retirement  System 


Required  Supplementary  Information 

(Unaudited) 

(Dollar  amounts  in  thousands) 

Schedule  of  Funding  Proeress 

Actuarial 

UAAL  as  a 

Actuarial 

Actuarial 

accrued 

Unfunded 

Funded 

percentage  of 

valuation 

value  of 

liability 

AAL  (UAAL) 

ratio 

Covered 

covered  payroll 

date 

assets  (a) 

E      3,376,000 

(AAL)  (b) 

4,861,000 

(b-a) 

(a/b) 

payroll  (c) 

1.057,000 

((b-a)/c) 

01/01/02     ; 

1,485,000 

69.5%     $ 

140.5% 

01/01/01 

3,212,000 

4,257,000 

1,045,000 

75.5% 

990,000 

105.6% 

01/01/00 

2,980,000 

4,101,000 

1,121,000 

72.7% 

943,000 

118.9% 

01/01/99 

2,772,000 

3,793,000 

1,021,000 

73.1% 

803.000 

127.1% 

01/01/98 

2.411,000 

3,614,000'" 

1,203,000 

66.7% 

768.000 

156.6% 

01/01/97 

2.062,000 

3,173,000 

1,111,000 

65.0% 

735,000 

151.2% 

01/01/96 

1,834,000 

2,940,000 

1,106.000 

62.4% 

777.000 

142.3% 

'"    Future  cost  of  living  increases 

assumed  by  the 

City. 

Schedule  of  Employers'  Contributions 

Annual 

required 

Percentage 

Year  ended  December  3 1 : 

contribution 

contributed 

2001 

$          149.820 

100% 

2000 

143,944 

100 

1999 

147.138 

100 

1998 

137.866 

100 

1997 

133,524 

100 

1996 

125,980 

100 

Notes  to  Schedules 

Additional  information  as  of  the  latest  actuarial  valuation  follows: 
Valuation  date 
Actuarial  cost  method 
Amortization  method 
Remaining  amortization  period 
Asset  valuation  method 


January  1.2002 
Individual  entry  age  normal 
Payment  increase  at  3.5%'  per  year 
18  years  (for  original  unfunded) 


Actuarial  assumptions: 
Investment  rate  of  return 
Projected  salary  increases 
Inflation  rate 
Cost-of-livinc  adjustments 


Five-year  smoothing  of  investment  returns 
greater  (less)  than  expected 

8.0% 
5.5%^ 
5.0% 
3.0%  on  first  SI 2.000  of  retirement  income 
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GENERAL  FUND 


The  general  fund  is  the  operating  fund  of  the  City.  It  is  used  to  account  for  all  revenues,  expenditures 
and  other  financial  resources  except  those  required  to  be  accounted  for  in  other  funds. 
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Exhibit  A-1 

GENERAL  FUND 

Comparative  Balance  Sheet 

June  30,  2002  and  2001 

(in  thousands) 


ASSETS 


2002 


2001 


Cash  and  investments 

Restricted  cash  and  investments , 

Receivables: 

Property  taxes 

Motor  vehicle  /  boat  excise 

Intergovernmental 

Departmental  and  other 

Tax  title  and  possession 

Total  receivables 

Allowance: 

Tax  title  and  possession 

Motor  vehicle  /  boat  excise 

Other 

Total  allowances 

Net  Receivable 

Due  from  other  funds 

Due  from  component  units 

Total  assets 

LIABILITIES 

Warrants  and  accounts  payable 

Accrued  liabilities: 

Tax  abatement  refunds 

Judgements  and  claims 

Sick  and  vacation 

Other 

Due  to  other  funds 

Due  to  component  units 

Deferred  revenue 

Matured  interest  and  bonds  payable 

Total  liabihties 


482,419    $ 

415,294 

16,008 

16,280 

37,555 

78,421 

56,456 

9,498 

78,215 

70,253 

34,849 

2,621 

86,241 

- 

293,316 

160,793 

(86,241) 

. 

(56,456) 

- 

(23,233) 

- 

(165,930) 

- 

127,386 

160,793 

- 

60,628 

19,250 

157,200 

645,063    $ 

810,195 

41,940    $ 

107,471 

25,022 

90,600 

10,000 

- 

20,000 

17,000 

86,499 

69,660 

727 

4,420 

108 

- 

58,237 

254,146 

421 

438 

242,954 

543,735 

FUND  BALANCE 


Reserved  for: 

Encumbrances 

Debt  service 

Unreserved: 

Designated  for  subsequent  year  expenditures.. 

Undesignated 

Total  fund  balance 

Total  liabilities  and  fund  balance 


20,262 

38,169 

- 

16,280 

36,000 

30,000 

345,847 

182,011 

402,109 

266,460 

645,063    $ 

810,195 
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Exhibit  A-2 

GENERAL  FUND 

Comparative  Statement  of  Revenues,  Expenditures  and  Changes  in  Fund  Balance 

Years  Ended  June  30,  2002  and  2001 

(in  thousands) 


2002 


2001 


REVENUES: 

Local; 

Real  and  personal  property  taxes,  net $ 

Excises 

Payments  in  lieu  of  taxes 

Fines 

Investment  income 

Licenses  and  permits 

Departmental  and  other  revenue 

Total  local  revenues 

Intergovernmental: 

Commonwealth 

Total  intergovernmental  revenues 

Total  revenues , 

EXPENDITURES: 

Current: 

General  government 

Human  services 

Public  safety 

Public  works 

Property  and  development 

Parks  and  recreation 

Library 

Schools 

Public  Health  Programs 

County 

Judgments  and  claims 

Retirement  costs 

Other  employee  benefits 

State  and  district  assessments 

Capital  outlays 

Debt  service 

Total  expenditures 

Excess 

OTHER  FINANCING  SOURCES  (USES): 

Operating  ffansfers  in 

Transfers  from  component  unit 

Total  other  financing  (uses)  sources 

Excess  of  revenues  and  other  financing 
sources  over  expenditures  and  other  financing  uses 

Fund  balance,  beginning  of  year,  as  previously  reponed 

Cumulative  change  in  accounting  principle 

Fund  balance,  beginning  of  year,  as  restated 

Fund  balance,  end  of  year S 


990,848   $ 

874,868 

111,114 

72,645 

36,332 

72,720 

60,601 

57,840 

14,596 

26,289 

33,325 

36,795 

62.200 

58,306 

1.309.016 

1.199,463 

492,299 

493,278 

492,299 

493,278 

1,801,315 

1,692,741 

77,019 

67.913 

6,434 

5,464 

405,844 

373,362 

74,651 

77,241 

48,774 

41,300 

16,230 

15,547 

28,695 

30,360 

627,653 

611,368 

64,537 

62,476 

4,537 

6,030 

2,724 

5,011 

82,034 

84,970 

107,701 

90,501 

67,769 

66,788 

5,177 

4,057 

115,366 

123,977 

1,735,145 

1.666.365 

66,170 

26.376 

1,778 

1,678 

- 

17.706 

1,778 

19.384 

67,948 

45,760 

266,460 

220,700 

67.701 

. 

334.161 

220,700 

402.109   S 

266.460 
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SPECIAL  REVENUE  FUND 


The  Special  Revenue  fund  is  used  to  account  for  the  proceeds  of  specific  revenue  sources,  other  than 
debt  service,  trust  funds  or  capital  projects  that  are  legally  restricted  for  specific  purposes.  This  fund 
accounts  for  a  number  of  federal  and  state  grants  administered  by  the  City's  individual  departments. 
This  fund  provides  additional  support  to  department  programs  and  also  accounts  for  money  that  has 
been  set  aside,  generally  by  state  statute,  that  may  be  used  to  support  the  City's  general  fund  operations. 
This  fund  is  directly  linked  to  a  specific  activity  and  is  available  without  further  City  Council 
Appropriation. 
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Exhibit  B-1 

SPECIAL  REVENUE  FUND 

Comparative  Balance  Sheet 
June  30,  2002 
(in  thousands) 


Totals 


ASSETS 

Cash  and  investments $ 

Receivables  (net): 

Intergovernmental 

Departmental  and  other 

Total  receivables 

Due  from  other  funds 

Total  assets $ 

LIABILITIES 

Warrants  and  accounts  payable $ 

Accrued  liabilities: 

Other 

Due  to  other  funds 

Total  liabilities 

FUND  BALANCE 

Reserved  for: 

Encumbrances  and  other 

Unreserved: 

Undesignated 

Total  fund  balance 

Total  liabilities  and  fund  balance $ 


2002 

2001 

106,093 

$ 

103,877 

56,301 

27,147 

195 

13,146 

56,496 

— 

40.293 

- 

4,291 

162,589 

$_ 

148.461 

14,597  $ 

10,199 

27,281 

21,296 

- 

3.724 

41,878  $ 

35.219 

44,111 

60,231 

76.600 

53,011 

120.711 

113.242 

162,589  $ 

148,461 
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Exhibit  B-2 

SPECIAL  REVE>fUE  FUND 

Comparative  Statement  of  Revenues,  Expenditures,  and  Changes  in  Fund  Balance 

Year  Ended  June  30,  2002 
(in  thousands) 


Totals 


REVENUES: 

Fines 

Investment  income 

Licenses  and  permits 

Departmental  and  other  revenue 

Intergovernmental  revenues 

Total  revenues 

EXPENDITURES: 

Current  operations: 

General  government 

Human  services 

Public  safety 

Public  works 

Property  &  development 

Parks  and  recreation 

Library 

Schools 

County 

Capital  outlays 

Debt  service 

Total  expenditures 

Excess  of  revenues  over  expenditures.... 

OTHER  FINANCING  SOURCES: 

Proceeds  of  long-term  notes 

Total  other  financing  sources 

Excess  of  revenues  and  other  financing 
sources  over  expenditures 

Fund  balance,  beginning  of  year 

Fund  balance,  end  of  year 


2002 

2001 

44  $ 

159 

- 

252 

- 

10,478 

80,467 

334,961 

280,282 

345,894 

360,749 

7,131 

9,312 

5,290 

4,956 

21,888 

20,556 

407 

589 

63,081 

69,026 

396 

665 

5,261 

L238 

130,162 

115,580 

104,754 

87,462 

- 

3,999 

3,894 

4,321 

342,264 

317,704 

3,630 

43,045 

3,839 


3.839 

- 

7,469 

113,242 

43,045 
70,197 

120,711  $ 

113,242 
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CAPITAL  PROJECTS  FUND 

This  fund  is  used  to  account  for  financial  resources  to  be  used  for  the  acquisition  or  construction  of 
major  capital  facilities.  Such  resources  are  derived  principally  from  proceeds  of  general  obligation 
bonds  and  from  federal  and  state  grants.  The  use  of  a  capital  projects  fund  is  especially  common  for 
major  capital  acquisition  or  construction  activities  financed  through  borrowings  or  contributions. 
Unless  there  is  a  legal  requirement  to  use  a  capital  projects  fund,  the  use  of  the  capital  projects  fund 
type  is  permitted  rather  than  required. 
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Exhibit  C-1 

CAPITAL  PROJECTS  FUND 

Comparative  Balance  Sheet 
June  30,  2002 
(in  thousands) 


Totals 


2002 


2001 


ASSETS 


Cash  and  investments $ 

Cash  and  investments  held  by  trustees 

Due  from  other  funds 

Total  assets $ 

LIABILITIES 

Warrants  and  accounts  payable $ 

Other  liabilities 

Due  to  other  funds 

Due  to  component  units 

Total  liabilities 

FUND  BALANCE 

Reserved  for: 

Encumbrances  and  other 

Future  appropriations 

Unreserved: 

Undesignated  (deficit) 

Total  fund  balance 

Total  liabilities  and  fund  balance $ 


80,537  $ 
3,745 


84,282  $ 


90,976 


388 


91,364 


9,593  $ 

5,732 

35 

1,788 

- 

58,026 

- 

732 

9,628 

66,278 

112,020 

176,212 

55,874 

- 

(93,240) 

(151,126) 

74,654 

25,086 

84,282  $ 

91,364 
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Exhibit  C-2 

CAPITAL  PROJECTS  FUND 

Comparative  Statement  of  Revenues,  Expenditures,  and  Changes  in  Fund  Balance 

Year  Ended  June  30,  2002 

(in  thousands) 


Totals 

2002  2001 

REVENUES: 

Departmental  and  other $               8,649  $             23,444 

Intergovernmental 13.609     5 1 ,609 

Total  revenues 22,258     75,076 

EXPENDITURES: 

Capital  outlays 139,593  185,475 

Total  expenditures 139,593  185.475 

Deficiency  of  revenues  over  expenditures (117,335)  (110.399) 

OTHER  FINANCING  SOURCES: 

Proceeds  of  long-term  debt  and  capital  leases 170,915  209,719 

Payment  to  escrow  agent -_  (52,025) 

Total  other  financing  sources 170.915     157,694 

SPECIAL  ITEM: 

Proceeds  from  sale  of  capital  assets 13,300     -_ 

Excess  of  revenues  and  other  financing 

sources  over  expenditures  and  other  financing  uses 66,880  47,295 

Fund  balance  (deficit),  beginning  of  year,  as  previously  reported 25,086  (22,209) 

Cumulative  change  in  accounting  principle (17,312)     ^ 

Fund  balance  (deficit),  beginning  of  year,  as  restated 7,774  (22,209) 

Fund  balance,  end  of  year $ 74,654  $             25,086 
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OTHER  GOVERNMENTAL  FUNDS 

Other  Governmental  Funds  are  those  funds  that  are  not  defined  as  major  funds. 

Permanent  Fund,  established  by  GASB  Statement  No.  34,  the  fund  is  used  to  report  resources  that  are 
legally  restricted  to  the  extent  that  only  earnings,  and  not  principal,  may  be  used  for  purposes  that 
support  the  reporting  government's  programs,  that  is,  for  the  benefit  of  the  government  or  its  citizenry. 

The  permanent  fund  is  composed  of  the  following  pools: 

PooMl  is  used  for  the  maintenance  and  improvement  of  the  City's  parks  and  cemeteries  and  the 
erection  and  maintenance  of  statues  and  monuments  for  the  use  and  enjoyment  of  City  residents. 

Pool#2  is  used  for  scholarship  awards,  the  purchase  of  educational  equipment  and  the  aid  of  needy 
students. 
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Exhibit  D-1 

OTHER  GOVERNMENTAL  FUNDS 

Combining  Balance  Sheet 
June  30,  2002 
(in  thousands) 


ASSETS 

Cash  and  investments  held  by  trustees 

Total  assets 

LIABILITIES 

Warrants  and  accounts  payable 

Total  liabilities 

FUND  BALANCE 

Undesignated,  reported  in  permanent  funds.. 
Total  fund  balance 

Total  liabilities  and  fund  balance 


Permanent  Funds 


Pooll 


Pool  2 


43.159     $ 


43.159     $ 


16 


16 


43,143 


43,143 


630     S 


Total  Other 
Governmental  Funds 


43,789 


630     $ 


43,789 


16 


16 


630 


43.773 


630 


43,773 


43,159     $ 


630     $ 


43,789 
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Exhibit  D-2 

OTHER  GO\'ERNMENTAL  FUNDS 

Combining  Statement  of  Revenues,  Expenditures 

and  Changes  in  Fund  Balance 

Year  Ended  June  30,  2002 

(in  thousands) 


Permanent  Funds 


REVENUES: 

Investment  income $ 

Departmental  and  other 

Total  revenues 

EXPENDITURES: 

General  government 

Total  expenditures 

Deficiency  of  revenue  over  expenditures 

OTHER  FINANCING  (USES)  SOURCES: 

Operating  transfers  out 

Total  other  financing  (uses)  sources 

Deficiency  of  revenues  and  other  financing 

sources  over  expenditures  and  other  financing  uses 

Fund  balance,  beginning  of  year 

Fund  balance,  end  of  year $ 


Pooll 


106 

1,577 


1.683 


6,217 


6.217 


(4,534) 


(1.778) 


Pool  2 


7    $ 
39 


46 


67 


67 


(21) 


(1.778) 

- 

(6,312) 
49,455 

(21) 
651 

43,143    $ 

630 

Total  Other 
Governmental  Funds 


113 
1.616 


1.729 


6.284 


6.284 


(4.555) 


(1,778) 


(1,778) 


(6,333) 
50,106 


43.773 
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INTERNAL  SERVICE  FUND 


Internal  Service  Fund  accounts  for  the  City's  self  insurance  for  liealth  benefits  provided  by  Blue 
Cross/Blue  Shield  for  City  employees,  their  dependents  and  retirees.  The  Internal  Service  Fund  is 
included  in  the  governmental  activities  columns  in  the  government-wide  statements. 


87 


City  of  Boston,  Massachusetts 


Exhibit  E-1 

INTERNAL  SERVICE  FUND 

Comparative  Statement  of  Net  Assets 

June  30,  2002  and  2001 

(in  thousands) 


2002  2001 


ASSETS 

Cash  and  casii  equivalents $  12,052    $  7,714 

Departmental  and  other  receivables 

Due  from  other  funds 

Other  assets 


151 

49 

727 

791 

1,606 

1,776 

Total  assets $  14,536    $  10,330 


LIABILITIES 

Warrants  and  accounts  payable $                   25  $                   22 

Accrued  liabilities 7,051  10,000 

Total  liabilities 7,076  10,022 


NET  ASSETS 

Unrestricted 7,460      308 

Total  net  assets $  7,460    $  308 
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Exhibit  E-2 

INTERNAL  SERVICE  FUND 

Comparative  Statement  of  Revenues,  Expenses  and  Changes  in  Net  Assets 

Year  Ended  June  30,  2002  and  2001 

(in  thousands) 


2002  2001 

REVENUES: 

Employer  contributions $ 

Employee  contributions 

Miscellaneous 

Total  operating  revenues 

EXPENSES: 

Health  benefits  and  administration 

Total  operating  expenses 

Changes  in  net  assets 7,152  5,411 

Net  assets  (deficit),  beginning  of  year 308       (5,103) 

Net  assets  end  of  year $ 7,460    $ 308 


53,042  $ 

47,660 

18,367 

16,744 

510 

1,807 

71,919 

66,211 

64,767 

60,800 

'  64,767 

60.800 
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Exhibit  E-3 

INTERNAL  SERVICE  FUND 

Comparative  Statement  of  Cash  Flows 

Year  Ended  June  30,  2002  and  2001 

(in  thousands) 

2002  2001 

Cash  Flows  From  Operating  Activities: 

Cash  received  from  customers $ 

Other  cash  received 

Cash  paid  to  vendors 

Net  cash  provided  by  operating  activities 

Cash  and  cash  equivalents,  beginning  of  year 

Cash  and  cash  equivalents,  end  of  year $ 

Cash  Flows  From  Operating  Activities: 

Operating  income $  7,152    $  5,411 

Adjustments  to  reconcile  operating  income  to 
net  cash  provided  by  operating  activities: 
Changes  in  operating  assets  and  liabilities: 

Accounts  receivable 

Other  assets 

Due  to/from  other  funds 

Accounts  payable 

Other  accrued  liabilities 

Net  cash  provided  by  operating  activities $ 


71,307 

$ 

63,843 

510 

1,807 

(67,479) 

(61,980) 

4,338 

3,670 

7,714 

4,044 

12,052 

$_ 

7,714 

(38) 

52 

170 

(583) 

- 

(30) 

3 

22 

(2,949) 

(1,202) 

4,338  $ 

3,670 
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FIDUCIARY  FUNDS 


EMPLOYEE  RETIREMENT  PLANS 

State-Boston  Retirement  System  is  a  defined  benefit  contributory  retirement  plan  covering  employees 
of  the  City  of  Boston  and  Suffolk  County,  Boston  Public  Health  Commission,  Boston  Housing 
Authority,  Boston  Redevelopment  Authority  and  the  Boston  Water  and  Sewer  Commission.  The  system 
is  subject  to  benefit  provisions  and  financing  requirements  set  forth  primarily  in  Chapter  32  of  the 
Massachusetts  General  Laws. 

Boston  Retirement  System  is  the  independent  contributory  plan  system  available  exclusively  to  City  of 
Boston  employees  who  were  employed  prior  to  October  1,  1946. 


PRIVATE  PURPOSE  TRUST  FUNDS 

Established  by  GASB  Statement  No.  34,  these  funds  are  to  report  resources  that  are  legally  restricted  to 
the  extent  that  only  earnings,  and  not  principal,  may  be  used  for  purposes  that  support  the  reporting 
government's  programs,  that  is,  for  the  benefit  of  the  government  or  its  citizenry. 

PooWl  is  used  for  the  maintenance  and  improvement  of  the  City's  parks  and  cemeteries  and  the 
erection  and  maintenance  of  statues  and  monuments  for  the  use  and  enjoyment  of  City  residents. 

PooWl  is  used  for  scholarship  awards,  the  purchase  of  educational  equipment  and  the  aid  of  needy 
students. 

PooWS  is  formed  by  the  will  of  George  R.  White  dated  May  21,  1920.  The  will  requires  that  the  Fund's 
income  be  used  for  the  creation  of  public  utility  and  beauty  for  the  use  and  enjoyment  of  the  inhabitants 
of  the  City. 

Pool#7  is  a  co-mingled  investment  fund  of  various  non-testamentary  trust  funds  of  the  City  of  Boston. 
The  non-expendable  portion  of  the  fund  is  composed  of  donations/contributions  from  either  individuals 
or  organizations.  Donations/contributions  are  to  be  expended  in  conformity  with  their  respective  trust 
instruments. 

AGENCY  FUND 

Law  Enforcement  Trust  Fund  accounts  for  proceeds  from  property  seized  from  illegal  drug  related 
activities.  Funds  can  be  used  to  defray  the  costs  of  protracted  investigations,  to  provide  technical 
equipment  or  expertise  and  provide  matching  funds  for  federal  grants. 
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Exhibit  F-1 

FIDUCIARY  FUNDS 

Combining  Statement  of  Fiduciary  Net  Assets  -  Fiduciary  Funds 
June  30,  2002 
(in  thousands) 


Employee  Retirement  Plans 


ASSETS 

Cash  and  investments $ 

Receivables: 

Interest  and  dividends 

Intergovernmental 

Other 

Total  receivables 

Due  from  primary  government 

Capital  assets,  net  of  accumulated  depreciation 

Total  assets 

LIABILITIES 

Accounts  payable $ 

Refunds  payable  and  other 

Notes  payable 

Total  liabilities 

NET  ASSETS 

Held  in  trust  for  pension  benefits  and 
other  purposes $ 


State-Boston 

Retirement 

System 

Boston 

Retirement 

System 

Total 

Employee 

Retirement  Plans 

3,122,047     $ 

6,800 
64,886 

18 

$                3,122,065 

6,800 
64,886 

71,686 

- 

71,686 

64,823 

48 

64,871 

3.258,556 

66 

3,258,622 

10,120 
267,554 


277,674 


1  $ 


10,121 
267,554 


277,675 


2.980,882  $ 


65  $ 


2,980,947 
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Private  Purpose  Trust  Funds 


Pool  1  Pool  2  Pool  5  Pool  7 


19,095     $  427     $  24,343     $  .27,529 


104  17_  106_     2,018 

104  17_  106_     2,018 

-                                     -                                  30  - 

19,199  444  24,479        29.547 


280     $  3     $  127     $  304 


280  3  127  304 


18,919     $  441     $ 24.352     $ 29,243 
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Exhibit  F-1  (continued) 

FroUCIARY  FUNDS 

Combining  Statement  of  Fiduciary  Net  Assets  -  Fiduciary  Funds 
June  30,  2002 
(in  thousands) 


Total 
Private  Purpose 
Trust  Funds 


ASSETS 

Cash  and  investments $ 

Receivables: 

Interest  and  dividends 

Intergovernmental 

Other 

Total  receivables 

Due  from  primary  government 

Capital  assets,  net  of  accumulated  depreciation 

Total  assets 

LIABILITIES 

Accounts  payable $ 

Refunds  payable  and  other 

Notes  payable 

Total  liabilities 

NET  ASSETS 

Held  in  trust  for  pension  benefits  and 
other  purposes $ 


71,394     $ 


2,245 


2,245 


30 


73,669 


714    $ 


714 


72,955     $ 


Agency  Fund 

Lavf 

Enforcement 

Trust  Fund 


4,160    $ 


4,160 


4,160 


4.160 


Total 
Fiduciary  Funds 

3,197,619 


6,800 

0 

67,131 

73,931 

64,871 


30_ 

3,336,451 


10,835 
271,714 

282,549 


3,053,902 
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Exhibit  F-2 

EMPLOYEE  RETIREMENT  PLANS 

Combining  Statement  of  Plan  Net  Assets 

June  30,  2002 

(in  thousands) 

(with  comparative  totals  for  2001) 


ASSETS 


NET  ASSETS 


State-Boston 

Boston 

Retirement 

Retirement 

System 

System 

Totals 


2002 


2001 


Cash 

Receivables: 

Interest  and  dividends 

Intergovernmental 

Other 

Due  from  other  funds 

Total  receivables 

Investments: 

Money  market 

MMDT 

Short-term  investments 

Domestic  equity  services 

Domestic  debt  services 

International  equity 

International  debt 

Real  estate 

Venture  capital  funds 

Total  Investments 

Total  assets 

LIABILITIES 

Accounts  payable 

Other 

Total  liabilities 


426  $ 


6,800 
78,824 
50,885 


136.509 


,104,405 
20,872 
110,797 
800.553 
294,337 
342,950 
144,352 
250,187 
53,168 


3,121,621 


3.258,556     $ 


10,120 

267,554 


18 


48 


444     $ 


376 


48 


66     $ 


6,800 

7,757 

78,872 

81,458 

50,885 

16,057 

136,557 

105,272 

1,104,405 

1,225,282 

20,872 

25.578 

110,797 

88,697 

800.553 

913.041 

294,337 

268,852 

342,950 

502,997 

144,352 

60,048 

250,187 

242,985 

53.168 

52,595 

3,121,621 

3,380,075 

3,258,622     $ 

3.485,723 

277.674 


10,121 

267,554 


54,497 

252,563 


277,675 


307.060 


Held  in  trust  for  pension  benefits  and 
other  purposes 


2.980.882      S 


65     $ 


2,980.947     $ 


3,178.663 
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Exhibit  F-3 

EMPLOYEE  RETIREMENT  PLANS 

Combining  Statement  of  Changes  in  Plan  Net  Assets 

Year  Ended  June  30,  2002 

(in  thousands) 

(with  comparative  totals  for  2001) 


State-Boston 

Boston 

Retirement 

Retirement 

System 

System 

Totals 


ADDITIONS: 

Contributions: 

Employer $ 

Employee 

Interest 

Intergovernmental 

Realized  and  unrealized  losses  on  investments 

Total  additions 

DEDUCTIONS: 

Administration 

Benefits 

Reimbursements  to  other  systems 

Management  and  related  fees 

Refunds  of  contributions 

Borrower  rebates 

Total  deductions 

Changes  in  net  assets 

Net  assets,  beginning  of  year 

Net  assets,  end  of  year $ 


2002  2001 


150,042     S 

19 

$          150.061     $ 

84,776 

89,844 

- 

89.844 

144,971 

70.850 

2 

70.852 

70,972 

24,127 

- 

24,127 

25,643 

(252.989) 

- 

(252.989) 
81.895 

(131.140) 

81,874 

21 

195.222 

2,130 

5 

2,135 

1,863 

240,589 

87 

240,676 

228,960 

7,299 

- 

7.299 

- 

8,120 

- 

8,120 

- 

12,936 

- 

12.936 

20.552 

8,445 

- 

8.445 
279.61 1 

- 

279,519 

92 

251,375 

(197,645) 

(71) 

(197.716) 

(56,153) 

3,178.527 

136 

3.178.663 

3,234,816 

2.980.882     $ 

65 

$       2.980.947   $ 

3,178,663 
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Exhibit  F-4 

PRIVATE  PURPOSE  TRUST  FUNDS 

Combining  Statement  of  Revenues,  Expenditures,  and  Changes  in  Net  Assets 

Year  Ended  June  30,  2002 

(in  thousands) 

(with  comparative  totals  for  2001) 


1,604  $ 

29 

$ 

1,956 

(1,278) 

1 

(577) 

269 

49 

129 

595 

79 

1,508 

Pool  1  Pool  2  Pool  5 

REVENUES: 

Investment  income $ 

Realized  and  unrealized  losses  on  investments 

Departmental  and  other  revenue 

Total  operating  revenues 

EXPENDITURES: 

Administrative  and  general 2,765        45        2.260 

Total  operating  expenses 2,765        45        2,260 


OTHER  FINANCING  (USES)  SOURCES: 

Operating  transfers  in 

Operating  transfers  out 

Total  other  financing  (uses)  sources 

Change  in  net  assets 

Net  assets,  beginning  of  year 

Net  assets,  end  of  year $ 


- 

- 

- 

(2,170) 

34 

(752) 

21,089 

407 

25,104 

18,919  $ 

441   $ 

24,352 
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Pool? 

Total 

Private  Purpose 

Trust  Funds 

650     $ 
(10) 
13,278 

4,239 
(1,864) 
13,725 

13,918 

16,100 

10,171 

15,241 

10,171 

15,241 

- 

- 

3,747 
25,496 

859 
72,096 

29,243     $ 

72,955 
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Table-l 

General  Government  Expenditures  by  Function  (GAAP  Basis)  *" 

Last  Ten  Fiscal  Years 
(in  thousands) 


Function 


2002 


2001 


2000 


1999 


1998 


General  Government 

%  of  Total 
%  Change 

Public  Safety 

%  of  Total 
%  Change 

Public  Works 

%  of  Total 
%  Change 

Library 

%  of  Total 
%  Change 

Schools 

%  of  Total 
%  Change 

Retirement  Costs 

%  of  Total 
%  Change 

Employee  Benefits 

%  of  Total 
%  Change 

State  &  District  Assessments 

%  of  Total 
%  Change 

County 

%  of  Total 
%  Change 

Property  &  Development 

%  of  Total 
%  Change 

Other '^» 

%  of  Total 
%  Change 

Total  Expenditures 

%  of  Total 
%  Change 

( 1 )  Includes  General  Fund  expenditures  only.  Operating  Transfers  Out  have  been  excluded  from  all  years- 

(2)  Includes:  Parks  and  Recreation.  Hutnan  Services.  Judgments  and  Claims.  Pubbc  Health  Programs,  Capital  Outlays.  Debt  Service 

(3)  The  1 995  increase  of  1 8-3%  is  mainly  due  to  the  restatement  of  Operating  Subsidy  to  Department  of  Health  and  Hospitals  from  Other  Financing  Sources  to  Expenditures. 

(4)  The  total  expenditures  were  restated  for  GASB  purposes. 


77,019 

$ 

67,913 

S 

65,132 

$ 

54,283 

$ 

43.850 

4.4 

4.2 

4.2 

3.7 

3.3 

13.4 

4.3 

20.0 

23.8 

(20.8) 

405,844 

S 

373,362 

S 

358,855 

$ 

353.118 

$ 

322,190 

23.4 

23.3 

23.4 

24.2 

23.9 

8.7 

4.0 

1.6 

9.6 

10.0 

74,651 

s 

77,241 

$ 

69,689 

S 

70,019 

$ 

60,163 

4.3 

4.8 

4.5 

4.8 

4.5 

(3.4) 

10.8 

(0.5) 

16.4 

7.7 

28,695 

s 

30,360 

$ 

27,792 

$ 

27,441 

$ 

24,468 

1.7 

1.9 

1.8 

1.9 

1.8 

(5.5) 

9.2 

1.3 

12.2 

1.9 

627,653 

$ 

611,368 

$ 

578,583 

$ 

537,585 

$ 

505,795 

36.2 

38.1 

37.7 

36.8 

37.5 

2.7 

5.7 

7.6 

6.3 

5.7 

82,034 

s 

84,970 

$ 

96,019 

$ 

83,341 

$ 

75,382 

4.7 

5.3 

- 

6.2 

5.7 

5.6 

(3.5) 

(11.5) 

15.2 

10.6 

4.3 

107,701 

$ 

90,501 

$ 

86,221 

$ 

84,493 

$ 

76,279 

6.2 

5.6 

5.6 

5.8 

5.7 

19.0 

5.0 

2.0 

10.8 

0.8 

67,769 

s 

66,788 

$ 

66,995 

s 

65,569 

$ 

64,187 

3.9 

4.2 

4.4 

4.5 

4.8 

1.5 

(0.3) 

2.2 

2.2 

2.8 

4,537 

s 

6,030 

$ 

5,861 

$ 

7,362 

$ 

8,267 

0.3 

0.4 

0.4 

0.5 

0.6 

(24.8) 

2.9 

(20.4) 

(10.9) 

8.0 

48,774 

$ 

41,300 

s 

35.230 

s 

31,805 

$ 

31,934 

2.8 

2.6 

2.3 

2.2 

2.4 

18.1 

17.2 

10.8 

(0.4) 

4.6 

210,468 

s 

216,532 

$ 

145,881 

s 

144,534 

$ 

133,259 

12.1 

13.0 

9.5 

9.9 

9.9 

(2.8) 

$ 

48.4 

s 

0.9 

s 

8.5 

S 

(6.1) 

1,735,145 

1,666.365  '■*' 

1,536,258 

1,459,550 

1,345,774 

1 00.0 

100.0 

100.0 

100.0 

100.0 

4.1 

8.5 

5.3 

8.5 

3.7 
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1997 

55,358     S 

4.3 

25.6 

292,935     S 

22.6 

5.0 

55,843     $ 
4.3 
(8.0) 

24,014     S 
1.8 
2.6 

478,659     $ 
36.9 

5.5 

72,299     S 
5.6 
6.2 

75,693     $ 

5.8 

11.3 

62,457     $ 
4.8 
1.4 

7,657     $ 
0.6 

(20.2) 

30,519     $ 

2.4 

16.9 

141,970     S 

10.9 

0.2 

1,297,404     S 
100.0 
5.0 


1996 

44,060     $ 
3.6 

24.7 

279,098     $ 

22.5 

3.7 

60,700     $ 

4.9 

15.7 

23,412     S 
1.9 
5.1 

453,572     $ 

36.7 

7.4 

68,068     S 
5.5 
(0.2) 

67,989     $ 

5.5 
2.5 

61,600     $ 
5.0 

2.5 

9,592     S 

0.8 
(33.9) 

26,103     $ 

2.1 

13.1 

141,728     S 

11.5 

(19.4) 


1,235,922 
100.0 

2.2 


1995 

35,342     $ 

2.9 

(0.7) 

269,189     $ 

22.3 

6.5 

52,466     $ 

4.3 

(11.8) 

22,276     $ 
1.8 
3.9 

422.359     S 

34.9 

4.2 

68,230     $ 

5.6 

14.7 

66,348     $ 
5.5 
(6.8) 

60.080     S 
5.0 
3.1 

14,521     $ 
1.2 
38.2 

23,087     $ 
1.9 
7.2 

175,948     $ 
14.6 
542.1 

,209,846     $ 
100.0 
18.3     (3) 


1994 

35,595 
3.5 
(0.8) 

252.668 

24.7 

7.3 

59,481 

5.8 

10.4 

21,436 
2.1 
1.9 

405,372 

39.6 

9.3 

59,502 

5.8 

(27.0) 

71,175 
7.0 
4.3 

58,272 
5.7 
5.6 

10,511 
1.0 

(5.3) 

21,528 
2.1 
(0.1) 

27,403 
2.7 
2.6 

1,022,943 
100.0 

4.2 


1993 

35,886 
3.7 
(7.6) 

235,421 
24.0 
(1.3) 

53,864 
5.5 
1.9 

21,028 
2.1 
2.2 

370,832 
37.8 
(4.3) 

81.499 
8.3 
8.8 

68,216 
7.0 
2.8 

55,163 
5.6 

5.3 

11,096 
1.1 
(65.0) 

21,543 
2.2 
(2.5) 

26,696 

2.7 
(3.9) 

981.244 
100.0 

(3.2) 


Function 

General  Government 

%  of  Total 
%  Change 

Public  Safety 

%  of  Total 
%  Change 

Public  Works 

%  of  Total 
%  Change 

Libraries 

%  of  Total 
%  Change 

Schools 

%  of  Total 
%  Change 

Retirement  Cost 

%  of  Total 
%  Change 

Employee  Benefits 

%  of  Total 
%  Change 

State  &  District  Assessments 

%  of  Total 
%  Change 

County 

%  of  Total 
%  Change 

Property  &  Development 

%  of  Total 
%  Change 

Other  «* 

%  of  Total 
%  Change 

Total  Expenditures 

%  of  Total 
%  Change 
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Table-2 


General  Government  Revenues  by  Source  (GAAP  Basis) 

Last  Ten  Fiscal  Years 
(in  thousands) 


(1) 


Source 

Property  Taxes 

%  of  Total 
%  Change 

Motor  Vehicle  Excises 

%  of  Total 
%  Change 

Other  Excises  "* 

%  of  Total 
%  Change 

Departmental  &  Other 

%  of  Total 
%  Change 

State  Distributions 

%  of  Total 
%  Change 

Payment  in  Lieu  of  Taxes 

%  of  Total 
%  Change 

Fines 

%  of  Total 
%  Change 

Investment  Income 

%  of  Total 
%  Change 

Licenses  &  Permits 

%  of  Total 
%  Change 

Total  Revenues 

%  of  Total 
%  Change 


2002 


2001 


2000 


1999 


1998 


^^""" 

—~^ 

990,848 

$ 

874,868 

$ 

869,295 

$ 

792,569 

$ 

754,561 

55.0 

51.7 

53.6 

51.9 

52.8 

13.3 

0.6 

9.7 

5.0 

4.7 

42,776 

$ 

41.822 

$ 

36,700 

$ 

33,095 

$ 

32,341 

2.4 

2.5 

2.3 

2.2 

2.3 

2.3 

14.0 

10.9 

2.3 

6.8 

68,338 

$ 

30,823 

$ 

31,956 

$ 

35,143 

$ 

34,900 

3.8 

1.8 

2.0 

2.3 

2.4 

121.7 

(3.5) 

(9.1) 

0.7 

4.9 

62,200 

$ 

58,306 

$ 

45,490 

$ 

56,415 

$ 

50,241 

3.5 

3.4 

2.8 

3.7 

3.5 

6.7 

28.2 

(19.4) 

12.3 

4.7 

492,299 

$ 

493,278 

$ 

475,813 

$ 

456,958 

$ 

414,778 

27.3 

29.1 

29.3 

29.9 

29.0 

(0.2) 

3.7 

4.1 

10.2 

9.0 

36,332 

$ 

72,720 

$ 

56,423 

$ 

63,022 

$ 

56,224 

2.0 

4.3 

3.5 

4.1 

3.9 

(50.0) 

28.9 

(10.5) 

12.1 

7.4 

60,601 

$ 

57,840 

$ 

57,709 

$ 

47,693 

$ 

46,292 

3.4 

3.4 

3.5 

3.1 

3.2 

4.8 

0.2 

21.0 

3.0 

(5.1) 

14,596 

$ 

26,289 

$ 

19,255 

$ 

17,884 

$ 

18,526 

0.8 

1.6 

1.2 

1.2 

1.3 

(44.5) 

36.5 

7.7 

(3.5) 

11.7 

33,325 

$ 

36,795 

$ 

28,892 

$ 

24,010 

$ 

21,833 

1.8 

2.2 

1.8 

1.6 

1.6 

(9.4) 

$" 

27.4 

$" 

20.3 

$  ~ 

10.0 

$  ~ 

14.9 

1,801,315 

1,692,741 

1,621,533 

1,526,789 

1,429,696 

100.0 

100.0 

100.0 

100.0 

100.0 

6.4 

4.4 

6.2 

6.8 

6.0 

(1)  Includes  General  Fund  revenues  only.  Operating  Transfers  In  have  been  excluded  from  all  years. 

(2)  Other  excise  taxes  are  composed  of  Hotel/Motel  and  Aircraft  Fuel  excises  taxes. 
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1997         1996        1995        1994        1993  Source 


720,577 

$ 

687,404 

$ 

654,830 

$ 

612,460 

$ 

586,532 

Property  Taxes 

53.4 

53.4 

53.8 

53.2 

53.0 

%  of  Total 

4.8 

5.0 

6.9 

4.4 

4.0 

%  Change 

30,276 

$ 

27,641 

$ 

24,476 

S 

21.704 

$ 

30,146 

Motor  Vehicle  Excises 

2.2 

2.2 

2.0 

1.9 

2.7 

%  of  Total 

9.5 

12.9 

12.8 

(28.0) 

58.9 

%  Change 

33,263 

$ 

29,698 

$ 

28,297 

$ 

27,607 

$ 

25,451 

Other  Excises  "* 

2.5 

2.3 

2.3 

2.4 

2.3 

%  of  Total 

12.0 

5.0 

2.5 

8.5 

3.8 

%  Change 

47,968 

$ 

42,724 

$ 

37,386 

$ 

35,338 

$ 

33,066 

Departmental  &  Other 

3.6 

3.3 

3.1 

3.1 

3.0 

%  of  Total 

12.3 

14.3 

5.8 

6.9 

7.3 

%  Change 

380,440 

$ 

360,020 

$ 

346,317 

$ 

331,431 

$ 

305.908 

State  Distributions 

28.2 

28.0 

28.4 

28.7 

27.6 

%  of  Total 

5.7 

4.0 

4.5 

8.3 

(fr.5) 

%  Change 

52,337 

$ 

49,540 

$ 

47,729 

$ 

48,083 

$ 

49,115 

Payment  in  Lieu  of  Taxes 

3.9 

3.8 

3.9 

4.4 

4.4 

%  of  Total 

5.6 

3.8 

(0.7) 

(2.1) 

(23.2) 

%  Change 

48,798 

$ 

47,373 

$ 

50,086 

$ 

47,252 

$ 

51,157 

Fines 

3.6 

3.7 

4.1 

4.0 

4.6 

%  of  Total 

3.0 

(5.4) 

6.0 

(7.6) 

5.0 

%  Change 

16,588 

$ 

22,925 

$ 

13,010 

$ 

10,752 

$ 

8,755 

Investment  Income 

1.2 

1.8 

1.1 

0.9 

0.8 

%  of  Total 

(27.6) 

76.2 

21.0 

22.8 

(13.9) 

%  Change 

19,009 

$ 

19,970 

$ 

15,152 

$ 

16,839 

$ 

16,353 

Licenses  &  Permits 

1.4 

1.5 

1.3 

1.4 

1.6 

%  of  Total 

(4.8) 

$  ~ 

31.8 

$  " 

(10.0) 

$  ~ 

3.0 

$  " 

1.8 

%  Change 

1,349,256 

1,287,295 

1,217,283 

1,151,466 

1,106,483 

Total  Revenues 

100.0 

100.0 

100.0 

100.0 

100.0 

%  of  Total 

4.8 

5.8 

5.7 

4.1 

^ 

0.2 

%  Change 
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Table-5 


Property  Tax  Rates 
Direct  and  Overlapping  Governments 

Last  Ten  Fiscal  Years 


(1) 


Fiscal 

City 

% 

Year 

Class 

General 

$            11.01      $ 

Total 

Change 

2002 

Residential 

11.01 

4.1    % 

CLP. 

30.33 

30.33 

0.5    % 

2001 

Residential 

10.58 

10.58 

(19.5)  % 

CLP. 

30.17 

30.17 

(11.8)  % 

2000 

Residential 

13.15 

13.15 

(2.2)  % 

CLP. 

34.21 

34.21 

(7.6)  % 

1999 

Residential 

13.44 

13.44 

(0.2)  % 

CLP. 

37.04 

37.04 

(3.7)  % 

1998 

Residential 

13.47 

13.47 

(1.9)  % 

CLP. 

38.45 

38.45^ 

(7.3)  % 

1997 

Residential 

13.73 

13.73 

(0.4)  % 

CLP. 

41.50 

41.50 

(2.6)  % 

1996 

Residential 

13.78 

13.78 

(0.6)  % 

CLP. 

42.59 

42.59 

(0.2)  % 

1995 

Residential 

13.86 

13.86 

(0.8)  % 

CLP. 

42.66 

42.66 

(0.1)   % 

1994 

Residential 

13.97 

13.97 

8.5     % 

CLP. 

42.72 

42.72 

6.8     % 

1993  •^' 

Residential 

12.88 

12.88 

15.2     % 

CLP. 

39.99 

39.99 

16.7     % 

(1)  Real  and  personal  property  tax  rates  are  per  $1,000  of  assessed  value. 

(2)  Beginning  with  Fiscal  Year  1993  City  and  Schools  rates  are  combined. 

CLP.  =  Commercial,  Industrial  and  Personal  Property. 


Source:  City  of  Boston  Assessing  Department 
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Table-6 

Computation  of  Legal  Debt  Margin 

June  30,  2002 
(in  thousands) 


(1) 


Equalized  Valuation  as  of  June  30,  2002 

Maximum  debt  limits  as  of  July  1,2002 $ 

Additional  Debt  Capacity '^* 


Less:  Debt  outstanding  June  30,  2001  '^' 

Less:  Debt  authorized  but  unissued  June  30,  20Q\  *'*' 

Debt  incurring  capacity  as  of  June  30,  2001 

Add:  Debt  redeemed  during  fiscal  2002 

Less:  City  council  authorizations  during  fiscal  2(X)2 

Debt  incurring  capacity  as  of  June  30,  2002 $ 


(1)  Includes  the  value  of  Chapter  121 A  tax  agreement  properties. 

(2)  The  Commonwealth's  Emergency  Finance  Board  approved  $100  million  of  debt  capacity  from  the 
Double  Debt  Limit  on  December  10,  1997. 

(3)  The  laws  of  the  Commonwealth  of  Massachusetts  provide  for  general  debt  limits  for  the  City,  consisting 
of  a  Normal  Debt  Limit  and  a  Double  Debt  Limit.  The  Normal  Debt  Limit  is  2.5%  of  the  assessed 
valuation  of  taxable  property  in  the  City  as  last  equalized  by  the  State  Department  of  Revenue,  and  may 
authorize  debt  up  to  this  limit  without  State  approval.    The  City  can  also  authorize  debt  up  to  twice  this 
amount  (the  Double  Debt  Limit)  with  the  approval  of  the  State  Emergency  Finance  Board. 

(4)  The  debt  authorized  but  unissued  as  of  June  30,  2001  and  City  Council  authorizations  during  fiscal 
2000  are  reported  for  purposes  of  the  computation  of  legal  debt  margin  within  the  Normal  Debt  Limit. 


45,858,307 

2.5% 

5.0% 

1,146,458 

$ 

2,292,915 

100,000 

1,246,458 

(100,000) 
2,192,915 

(527,811) 

(527,811) 

(319,916) 

(319,916) 

398,731 

1,345,188 

59,948 
(111,708) 

59,948 
(111,708) 

346,971 

$ 

1,293,428 
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Table-8 


Ratio  of  Annual  Debt  Service  Expenditures  for 

General  Bonded  Debt  to  Total  General  Government  Expenditures 

Last  Ten  Fiscal  Years 
(GAAP  Basis) 
(in  tliousands) 


0) 


Ratio  of  Debt 

Total 

Total  <^' 

Service  to 

Fiscal 

Debt 

General  Government 

General  Government 

Year 

Principal 

Interest 

Service 

Expenditures 

Expenditures 

2002 

$      81,909     $      38,225     $ 

;       120,134 

$                1,735,145 

6.9% 

2001 

75,594 

37,990 

113,584 

1,603,889 

7.1% 

2000 

67.140 

34,258 

101,398 

1,536,258 

6.6% 

1999 

63,500 

35,209 

98,709 

1,459,550 

6.8% 

1998 

57,574 

31,857 

89,431 

1,345,774 

6.6% 

1997 

54,505 

32,944 

87,449 

1,297,404 

6.7% 

1996 

53,595 

32,189 

85,784 

1,235,922 

6.9% 

1995 

53,291 

29,305 

82,596 

1,209,846 

6.8% 

1994 

57,410 

31,861 

89,271 

1,022,943 

8.7% 

1993 

53,585 

34,463 

88,048 

981,244 

9.0% 

( 1 )  Total  principal  and  interest  payments  by  the  City  are  exclusive  of  Other  Financing  Sources. 

(2)  Operating  Transfers  Out  have  been  excluded  from  all  years. 
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Table-9 

Property  Value,  Construction,  Bank  Deposits  and  Retail  Sales 

Last  Ten  Fiscal  Years 
(in  thousands ) 


Assessed  Property  Value 


(1) 


Commercial, 

Building 

Fiscal 

Industrial 

Permit 

Bank 

Retail 

Year 

Residential  ''^ 
;       31,774,558 

&  Personal 
$     22,414,740    $ 

Total 

Revenues  '^' 
$          19,055    $ 

Deposits  '^^ 

N/A  $ 

Sales'^' 

2002    a 

54,189,298 

N/A 

2001 

29,227,208 

21,267,305 

50,494,513 

27,192 

N/A 

N/A 

2000 

22,235,713 

17,695,206 

39,930,919 

17,923 

N/A 

N/A 

1999 

18,344,118 

15,463,151 

33,807,269 

11,404 

52,949,000 

N/A 

1998 

17,456,175 

14,213,007 

31,669,182 

14,758 

44,316,000 

N/A 

1997 

16,437,252 

12,617,096 

29,054,348 

9,200 

48,301,000 

4,255,687 

1996 

15,709,935 

11,809,177 

27,519,112 

11,778 

34,319,000 

N/A 

1995 

14,970,450 

11,309,128 

26,279,578 

7,629 

33,993,000 

N/A 

1994 

14,219,593 

10,805,147 

25,024,740 

9,040 

32,793,000 

N/A 

1993 

14,593,960 

10,919,863 

25,513,823 

8,832 

32,085,774 

N/A 

(1)  Source:  City  of  Boston  Assessing  Department 

(2)  Source:  City  of  Boston  Auditing  Department 

(3)  Source:  FDIC/OTS  Summary  of  Deposits,  June  30th  of  year  (Suffolk  County) 

(4)  Source:  U.S.  Department  of  Commerce,  Bureau  of  the  Census,  "Census  of  Retail 
Trade",  1992  and  1997  (City  of  Boston). 

(a)  Exempt  residential  properties  not  included. 
N/A:  not  available. 
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Table  11 

Boston's  Largest  Private  Sector  Employers 

(with  1,000+  employees) 


Beth  Israel/Deaconess  Medical  Center 

Boston  College 

Boston  Medical  Center 

Boston  University 

Brown  Brothers  Harriman 

Brigham  and  Women's  Hospital  Inc. 

Carney  Hospital 

Children's  Hospital  Medical  Center 

Dana-Farber  Cancer  Institute 

Delta  Airlines 

Faulkner  Hospital 

Federal  Reserve  Bank  of  Boston 

Filene's 

Fleet  Boston  Financial 

FMR  Corporation  (Fidelity  Investments) 

Gillette  Company 

Harvard  University  Business  and  Medical  Schools 

John  Hancock 


Liberty  Mutual 

Massachusetts  Eye  &  Ear  Infirmary 

Massachusetts  Financial  Services 

Massachusetts  General  Hospital 

New  England  Financial 

New  England  Medical  Center 

Northwest  Airlines 

Northeastern  University 

NSTAR 

New  England  Baptist  Hospital 

Putnam  Investments 

Shaw's  Supermarkets 

St.  Elizabeth's  Medical  Center 

State  Street  Corp. 

Stop  &  Shop  Supermarkets 

Thomson  Financial  Services 

USAir 

WGBH 


Note:  The  following  companies  were  surveyed  but  did  not  respond  and  it  is  likely  that  they  employ 

1,000  or  more  persons:  UNNICO  Services,  Liberty  Financial  Cos.  Inc.,  Teradyne,  Inc.,  Commercial 
Union  Insurance,  Citizen's  Bank,  Pricewaterhouse  Coopers  LLP,  the  Boston  Consulting  Group, 
the  Boston  Globe,  Verizon,  and  Macy's. 

Source:  Survey  by  BRA/EDIC,  conducted  in  2000  -  2001. 
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Table-12 

Comparative  Office  Vacancy  Rates 
20  Largest  Downtown  Office  Markets 

Asof  June  30,  2002 


Citv 


Washington,  D.C. 

Boston 

Manhattan,  Midtown 

Houston 

San  Diego 

Chicago 

Manhattan,  Downtown 

Philadelphia 

Baltimore 

Minneapolis-St.  Paul 


Vacancy 

Vacancy 

Rate 

% 

Citv 

Rate 

5.7 

SeatUe 

14.0   % 

8.4 

Denver 

14.2 

8.6 

Oakland 

15.2 

9.2 

Los  Angeles 

15.4 

10.0 

San  Francisco 

16.5 

10.6 

Phoenix 

16.5 

11.5 

Kansas  City 

17.7 

11.7 

Atlanta 

18.0 

12.0 

Dallas-Fort  Worth 

23.2 

12.6 

Detroit 

25.0 

National  Average 

"■'^  12.1% 

(1)  National  average  is  based  on  49  U.S.  cities  (downtowns)  from  the  CB  Richard  Ellis  Office  Vacancy  Index. 
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Table-13 

Building  Permit  Revenue  and  Estimated  Construction  Activity 

Last  Ten  Fiscal  Years 
(in  thousands) 


Est.  Potential 

Building 

Est.  Potential 

Construction 

Fiscal 

Permit 

Construction 

Activity  Adjusted 

Year 

Revenue '" 

Activity  *^' 

For  Inflation  '^* 

2002 

$                        19,055         $                  2,241,782 

$                  2,241,782 

2001 

27,192 

3,199,040 

3,265,052 

2000 

17,923 

2,108,547 

2,211,517 

1999 

11,404 

1,341,648 

1,456,470 

1998 

14,758 

1,736,200 

1,916,717 

1997 

9.200 

1,082,338 

1,219,809 

1996 

11,778 

1,385,606 

1,614,547 

1995 

7,629 

897,576 

1,073,682 

1994 

9,040 

1,063,524 

1,308,633 

1993 

8,832 

1,039,097 

1,292,886 

Total        $ 


136,811 


16,095,358 


17.601,095 


Annual  Average 
1993-2002 


13,681 


1,609,536         $ 


1.760,110 


(1)  Building  permit  revenue  in  current  dollars. 

(2)  Construction  activity  estimated  by  dividing  permit  revenues  by  0.85%,  which  is  the 
midpoint  between  permit  fees  calculated  at  0.7%  of  the  first  $100,000  and  1%  for 
the  remainder  of  development  cost. 

(3)  Estimated  potential  construction  activity  adjusted  to  January  2001  constant  dollars  (CPI-U). 

Source:  City  of  Boston,  Auditing  Department,  Boston  Redevelopment  Authority,  and 
Policy  Development  and  Research  Department. 
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Table-16 
General  Information 


CITY  GOVERNMENT 

Date  of  incorporation 1822 

Present  charter  first  adopted 1909 

Form  of  government Mayor/ 

City  Council 
GEOGRAPfflCAL  DATA 

Altitude 28  feet  above 

sea  level 
Area  (square  miles): 

Land 43.2 

Water 2.2 

Climate: 

Annual  average  temperature 51.4 

March  2002  average  temperature 38.4 

June  2002  average  temperature 67.8 

Rainfall  in  inches  as  of  June  30,  2002 22.3 

ELECTIONS 

Registered  voters  as  of  June  30,  2001 261.193 

%  voted  in  last  election  (Presidential) 36.3 

CITY  EMPLOYEES 

Total  number  of  employees 20,177 

City  and  county 9,712 

School  department 8,510 

External 1,955 

FIRE  PROTECTION 

Officers  and  personnel 1,541 

Stations ,...: 34 

Calls  answered 78,826 

Inspections  conducted 34,930 

POLICE  PROTECTION 

Officers  and  personnel 3,079 

Stations 11 

Service  calls  answered 489,951 

Moving/traffic  violations 202,521 

Parking  violations  as  of  6/30/02 1,769,376 


HOSPITALS 

Number  of  hospitals 19 

Patient  beds 5,847 

Births  as  of  June  30,  2002 23.318 

Deaths  as  of  June  30,  2002 8,477 

LIBRARY 

Personnel  full-time 565 

Personnel  part-time 1 10 

Central  and  branch  libraries 27 

Mobile  units 1 

Books,  audio  and  video  materials,  newspapers 

and  magazmes  in  circulation 2.476.715 

Library  cards  in  force 1,115.481 

PUBLIC  EDUCATION 

Student  enrollment 62,315 

Total  number  of  BPS  employees 10,348 

Total  number  of  schools 131 

STREETS,  SIDEWALKS  AND  BRIDGES 

Streets  paved  in  miles 785 

Sidewalks  repaired  in  square  feet 750,000 

Traffic  signals 784 

Parking  meters 6,800 

Bridges 4 

PARKS  AND  RECREATION 

Personnel 244 

Major  parks 4 

Neighborhood  and  community  parks 215 

Neighborhood  playgrounds 192 

Community  recreation  centers 43 

Golf  courses 2 

Swimming  pools 20 

Tennis  courts 75 

BOSTON  LOGAN  AIRPORT 

Acreage 2,400 

Miles  of  runway 5 

Miles  of  taxiway 14 

Domestic  and  international  airlines 55 

Passengers  served  in  2001   (approximately) 22  million 


Sources:   The  City  of  Boston  Elections  department.  Budget  office.  Public  Works.  Parks/Recreation  depanment. 
Boston  PoUce  department.  Fire  depanment.  National  Weather  Service,  American  Hospital  Association. 
Logan  International  Airport,  and  the  Boston  Public  Library. 
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